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Homeward investment by ethnic Chinese is not uncommon in China since 
1978 when she opened her door and carried out the reform programmes. Although 
these overseas investors have good ancestral and particularistic ties, the under-
development of legal framework, the less than transparent Chinese bureaucracy and 
the prevalence ofinformalities constitute a difficult business environment to many of 
them. Homeward investment by ethnic Fujianese entrepreneurs and their firms in 
Jinjiang, Fujian serves as a good empirical case for in-depth investigation of the 
ways and tactics employed by these investors to overcome the obstacles and hurdles 
arisen from investing transnationally. 
The findings ofthe study suggest that ethnic Fujianese employed the method 
of cultivating guanxi networks to overcome the encountered difficulties and to 
smooth their business operations. Three distinct levels of network relationship are 
identified and formulated: 1) extra-firm networks; 2) inter-firm networks and 3) 
intra-firm networks. Among these three different types of networks, extra-firm 
network is the most important and prevalent employed and practiced by ethnic 
Fujianese entrepreneurs. 
Cultivating personal relationship is largely dependent on the elements of 
sameness, familiarity, trust and social obligation. However, to cultivating long-
lasting friendship is rather difficult, especially with the highfliers in the political 
arena. Instead, ethnic Fujianese entrepreneurs prefer to substitute it with short-term 
instrumental relationships by money and gifts, lavish banquets, hiring by a go-
between and by employing the relatives of the powerful, and forming partnership 
with them. Nevertheless, the ethnic Fujianese entrepreneurs have the awareness of 
the importance of guanxi and the ability to identify, design and implement guanxi 
tactics should the need of their homeward investment warrant. 
Last but not the least, networks of political, business and personal 
relationships are found to be the causal mechanisms through which these ethnic 
Fujianese entrepreneurs have established their firms in Jinjiang, Fujian. The findings 
of the research show that firms with good and extensive guanxi networks would 
stand a better chance of development. This is because their guanxi networks 
contribute much to the comparative and competitive advantages of these ethnic 
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Transnational investment has become a significant business activity in the 
international economic arena since 1960 which implies that "the concept of space" 
has grown more and more relevant in the new global environment. As goods, 
services and recently technology are trading across national borders and in one way 
or the other transnational investment has redefined the role of state and capital-labour 
relationships. Thus, under the new relationships between human being and the social 
environment, geographical space has provided the context and the mechanism for the 
transborder economic activities. 
Moreover, the globalization of economic activities further enhance the 
economic interdependence between the advanced industrial countries and developing 
countries, pointing to a new international division of labour (Dicken 1992; Castells 
i 1996). Without doubt, capital mainly outflows from developed countries such as 
Japan in Asia, the United Kingdom and Germany in Europe and the United States of 
America in North America, known as the core metropolitan countries of the global 
economy. Of late, a new driving force - the ethnic Chinese^ group which shapes, 
1 Ethnic Chinese is a word for Chinese who resided in the land outside mainland China and are not 
going to retum back to their homeland for long residence. Moreover, there are other terms for the 
subject with different perspectives: 
i) Overseas Chinese or “Hua qiad" which means to be resided abroad temporarily and intended to 
retum to China. “Hua” means Chinese while “qiao” refers to live away from a person's own village 
and province for a short time but still within China (Wang 1991). It firstly appeared in black and 
white in 1898 as the name of the Overseas (or Hua qiao) School in Yokohama, Japan (Wu and Wu 
2 
enriches and diversifies the geographical sources of overseas direct investment and 
the structure of the system (Kao, J. 1993; Tracy, Ip and Tracy 1996). 
In the new international division of labour, ethnic Chinese have a set of 
different factors and considerations to direct their capital. The factors like cheap 
labour, abundant resources and good infrastructure have been seen as the main 
impetus in the international transnational capital flow processes, however, there are 
many other elements and factors affecting their decisions. This is because locational 
strategies and corporate operational behaviour are not straightforward results of 
economic calculations in a vacuum. Instead, they are shaped by a set of socially and 
territorially grounded relationships and factors like ethnic-radical constitutions, 
historical construction and the cultural system (Berger, P. 1988; Yeung, H.W.C. 
1995； Tracy, Ip and Tracy 1996). 
CONTEXT OF THE STUDY 
Ethnic Chinese and Their Business 
； Ethnic Chinese {Haiwai Hauren), translated directly to its Chinese literal 
meaning is "overseas Chinese". In the late Qing and the Communist took over 
China, they left China and migrated to other countries mainly in Southeast Asia in 
2 
two waves. Nowadays, it is estimated that there are about 43 and 55 million ethnic 
1980). Later, it was used by the Singapore newspaper editor Hu Han-min in 1907 in Chung Hsing 
Daily. According to Hu, the term included all the Chinese migrants whom living abroad. Since then 
the term overseas Chinese or “Hua qiao “ became commonly used (Wu and Wu, 1980). 
ii) "Chinese overseas" according to Wang, means "everyone of Chinese descent living outside 
Greater China (which include mainland China, Hong Kong and Taiwan)，，(1993:927). 
2 The destinations of Chinese migrated to other countries were different during the two waves of 
migrations. In modem China, the important wave of migration occurred in the late Qing Dynasty 
owing to the political instability and serious hazards and famines. Ahnost all those who left China 
3 
Chinese lived outside mainland China in the early 1990s (Hodder 1996; Suryadinata 
1989),^ this number includes those not only reside in Hong Kong, Taiwan and 
Southeast Asia, but also in USA, Canada and other European countries (Table 1.1). 
Some ofthem have naturalized and adopted the citizenship of their domicile; a small 
minority ofthem have not done so. Many of them remain stateless but collectively, 
their financial strength cannot be slighted. That also explains why sometimes they 
are known as "the nation without boundaries" (Kao, J. 1993). 
Table 1.1: Distribution ofEthnic Chinese Outside People Republic of China 
Number % of Ethnic Chinese 
! (millions) | Population  
"AiS i ^ 1 WL3 
Americas 3.4 6.3 
Europe 0.6 1.1 
I A f H c a I " O . T I ' 5 7 2  
Oceania (including Australia)丨 0.6 1.1 
'Yoial [ 5 5 ¾ I i 0 a 0  




In Southeast Asia, ethnic Chinese although account for only a small 
percentage of the total population in their host countries, they control more than half 
I 
of the trading activities within the regions. Kotkin (1993: 9) predicted that "[b]y the 
:i 
>i during this period were came from the coastal areas of south-eastern China, especially in the 
i provinces of Guangdong and Fujian, so both of them are known as qiaoxiang (homeland of the ethnic 
j Chinese). Most of the sojourners in this motion were commonly clustered in the southeast Asian 
countries such as the Philippines, Indonesia, Malaysia. Another wave of migration was occurred in 
contemporary China after the Communist tookover the political power in 1949. A lot of 
businessmen, bankers and professionals especially those capitalists in Shanghai fled from Mainland 
(Wong, 1988). They brought with their properties and chose to settle in the areas that were close to 
China like Hong Kong, Taiwan and Macao. 
^ There is no formal institutions to account the exact total amount of ethnic Chinese outside China, so 
most of these scholars estimate the number on their own with reference to the data in the statistical 
yearbooks of different countries. According to my own interview with the local officials in Fujian, 
I they told me that there are nearly 55 million ethnic Chinese outside China. 
：) 
4 
early twenty-first century, the Chinese global tribe likely ranks with the British-
American and the Japanese as a driving force in transnational commerce". 
Apparently, the status of ethnic Chinese in Pacific regions and even in the 
international business world is a matter of great concern. They are sometimes known 
as the “Chinese Diaspora" (Wang 1990; Tracy, Yip and Tracy 1996)，or in a different 
context known as the "Chinese commonwealth" (Kao, J. 1993). For one thing: their 
business strategies-gwa^x/ or personal network-has aroused much interests from 
scholars (Limlingan 1986; Hamilton 1988; Redding 1990; Yeung, H.W.C. 1995)， 
and they coined the term “guanxi capitalism" for this mode of accumulation and 
trading practices. 
Ethnic Chinese and Homeward Investment 
Most ethnic Chinese living abroad remain culturally and sentimentally linked 
to their motherland, in particular to their native towns and counties. Thus, when 
China re-opens her door and launches economic reforms, ethnic Chinese investors 
who have moved their capital freely within the Pacific Rim start to invest in their 
hometowns. 
Ethnic Chinese investment in China represents a new pattem of foreign direct 
investment. The new pattem is characterized by investors who invest in their 
I hometowns or places of birth, particularly in two southern coastal provinces, i.e., 
I Guangdong and Fujian. Most of the firms set up by these investors are small and 
I medium in scale. In addition, the new pattem of investment is shaped by ethnic 




ethnic Chinese entrepreneurs and their local agents in their hometown/ counties on 
the one hand and their Southeast Asian host countries on the other. 
Guanxi and the Contemporary Socialist China 
The role of guanxi in China^ had once been officially denounced after the 
establishment of the People's Republic of China (PRC). The government had carried 
out sweeping and fastidious policies against guanxi since 1950 and the policy lasted 
for more than 20 years, as Vogel (1965) in his study found that the Chinese 
Communist Party (CCP) launched a series of campaigns after it gained control over 
the Mainland in 1949, with the purpose of transforming the traditional pattem of 
particularistic ties to "comradeship". In short, the Party intended to create a new 
society by using "organizations" to replace or diminish the traditional cultural norms 
as well as transforming individuals, their relations and the context of relations. In 
that period, to minimize all kinds of particularistic relationships, people addressed 
each other by "comrade(s)". These policies practiced for a long time until the 
cultural revolution which was a new tuming point. 
b During the Cultural Revolution from 1966 to 1976, the Party attempted to 
[ 
!: ‘ 5 
1 bring all aspects of social life under its control. It not only tried to monopolize 
1； 
activities in the public sphere, it also tried to eliminate the private sectors, so the 
social orders were seriously disrupted and distrust existed among all the 
relationships. However, although the campaign attacked against all the Chinese 
i 4 In the traditional Chinese society, the family and kinship based structure makes the importance of 
j guanxi. As Fei (1992) argued that in a differential mode of association like China, guawci building 
j such as gift giving and other reciprocal exchange interpersonal relations are crucial in the society. 
Every individual is naturally engaged in the guanxi network system. 
J Attacks were made against all symbols of Chinese traditions such as feudal ideas, archaeological 
j remains, religions, temples, traditional arts and literature, etc.. 
丨,丨 






tradition like bonds of family, kinship, and friendship, yet guanxi did not lose its 
position. On the contrary, it became more instrumental and important. This tuming 
point started in the “go down to the countryside" campaign when many youth and 
professionals were sent to rural areas to study and leam the way of life. But, some 
parents who had good social positions or who had known powerful cadres would use 
their influential power or connections to try to help their children or relatives. This 
was the re-starting point of using guawci as a tool to fulfill their targets and this kind 
of instrumental relationships were mainly reasserted in the private circle and eroded 
the central policies slowly and consistently. However to a certain extent, guanxi 
remained politically forbidden in the society, the publicly resurgence of guanxi was 
delayed until the economic reform in 1978. 
The economic reforms create a new basis for interpersonal interactions in the 
society. The new targets and policies associated with the economic reforms bring 
drastic changes in social and political life, with the expansion of the role of market 
and private entrepreneurship in cities and countryside that providing a favourable 
environment for guanxi to evolve. As Vogel observed in the late 1980s that ‘the 
cultivation of personal connections, long a prominent feature of Chinese society, was 
moderated beginning in the late 1970 by the new concem for universal standards, but 
j 
at the same time guanxi blossomed to play a new instrumental role for entrepreneurs 
丨 taking advantage of market opportunities" (Vogel 1989: 405). This observation is 
I. 
also supported by another Chinese specialist-Gold in the middle of 1980s. He 
i: 
r 
I stressed that “instrumentalism and commoditization had supplanted both friendship 
1 ： 
I； and comradeship as primary characteristics of personal relations”(1985: 673). As a 
i " i 
1 ’ n [； 
ji 
7 
result, the definition of guanxi is not described just as the relationships among 
people, it gets a newer/narrower definition under the specific economic atmosphere. 
Guanxi, thus is a strategically constructed network of personal connections selected 
from the body of all personal relations that ethnic Chinese employ as a practical and 
useful business tactic to smooth their operations in China (Yang 1986, 1989，1994; 
Yan 1996a, 1996b; Kipnis 1996, 1997). 
The Notion of Guanxi and Instrumental Relationships 
Although guami becomes an instrumental personal relationship employed by 
the ethnic Chinese in the contemporary China as tactics to overcome the difficulties 
in their homeward investment. The two important Xmits-ganqing (sentiment) and 
renqing (emotional affinity)-which influence the building of the relationship in 
traditional Chinese society are still relevant. 
In the social context, guanxi can basically refer to a dyadic interpersonal 
relationship based implicitly, but not explicitly on mutual interest and benefit (Yang 
1986). Once guanxi is established between two people, each can ask a favour of the 
other, with the expectation that the debt incurred will be repaid sometime in the 
future. Furthermore, the expansion of guanxi of an individual can form a 
丨. 
I constellation of networks which can be termed as guanxi network {guawciwang). It 
丨 particularly concerns a person's network or web of social contacts and connections, 
j -
The size and scope of guanxi networks vary according to the sociability and 
r . . 
affability of an individual. Some may have wider networks which means they have 
；；( I:. 1' ’ i;i 
established guanxi with a large number of people with different occupations and 
i ‘ f • 
j： social status, as well as geographical locations (Yang 1986). 
8 
The traditional traits ganqing and renqing are quite different from the above. 
Ganqing basically can be defined as the human feeling of a person. It composes of 
two Chinese characters: gan and qing. Gan means to feel, to experience, and to be 
moved emotionally, while qing means sentiment and affection. The combination of 
these two characters implies that ganqing exists only when sentiment, emotion and 
good feelings are felt by an individual who involves in social interactions (King 
1991; Kipnis 1996，1997; Yang 1986, 1989, 1994; Yan 1996a, 1996b). Thus, it is 
very clear that ganqing is different from but important in guanxi cultivation, if a 
person has ganqing with others, then he/she can have guanxi; in contrast if a person 
has guanxi with another individual without ganqing, the relationship will be no more 
than an instrumental economic-oriented alliance. Nevertheless, although the later 
format becomes more and more widespread, it is also seriously reprimanded by the 
public. 
Despite ganqing, there is another term called renqing. In English, it means 
"human feeling" or "human obligations" which is the main root in Chinese culture 
especially in the rural areas. It embraces four aspects: firstly, it can be regarded as 
human feelings, that is the basic emotional response of an individual; secondly, it 
indicates a set of social norms and moral obligations in a society; thirdly, it 
embodies as a kind of favour or gift, and can be used as a medium of social 
exchange; and finally it is a bond of reciprocity between two people based either on 
emotional attachment or the sense of obligation and indebtedness (Kipnis 1996, 
1997; Yang 1986, 1989,1994; Yan 1996a, 1996b). In other words, renqing refers to 
giving a gift or doing a favour, or more specifically, giving a gift or favour for the 
9 
purpose of establishing or improving guanxi which are more total than purely 
economic relations (Kipnis 1996, 1997; Mauss 1965). 
Renqingwang or the 'network of human sentiments' is a derived concept 
from renqing which is composed of a small group of people who can be trusted and 
are dependable: family, kin, friends and other long-standing relationships who would 
come to each other's aid without hesitation (Yang, 1986). In short, renqing may be 
regarded as a series of social precepts in the cultural repertoire constraining the 
conduct of Chinese social relationships. 
In sum, it is possible to say that guanxi is concerned with a special type of 
social relationship, which is subject to the traditional principles of renqing and 
ganqing that govems social exchange behaviour in general, also introduces practical 
and strategic considerations for attaining specific ends on the part of individual 
actors (Fig. 1.1). 
Figure 1.1: The Inter-relationship between Guanxi, Ganqing and Renqing 
@ ^ 
^ \ 
r ^ ^ ^ - . f i i ? ^ 
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AREA OF STUDY 
Physical Environment of Fujian Province 
Fujian^ is a province located in the southern part of China which is beside 
Guangdong and opposite to Taiwan. Running about 540 kilometers from east to 
west and about 550 kilometers from south and north, the province has a total land 
area of 121,728 square kilometers. However, as the relief is hilly that the area above 
500 meters of elevation accounts for 37 per cent of the province, 200 to 500 meters 
accounts for 51 per cent, and that of less than 200 meters accounts for 12 per cent. 
Thus, there are only one tenth of arable land available for farming, which is hard for 
Fujianese to make a living. This is the fundamental reason why Fujianese have a 
tradition of migrating to other countries. 
Economic Development Since 1949 
The economic development of Fujian was impressive in the period before 
1978 (Lyons 1992, 1994; Lyons and Nee 1994). During this period, emphasis of 
preparation for war with Taiwan, the central government replaced economic 
development as the primary concem of the province. Owing to its special coastal 
location and the risk of war, government investment in Fujian was rather low which 
stagnated the provincial economy. The situation worsened during the Great Leap 
Forward campaign in 1958. Industrial and agricultural production catastrophically 
6 Fuzhou is the provincial capital. In 1985, there were six municipalities: Fuzhou, Xiamen, 
Zhangzhou, Quanzhou, Sanming, and Putian; and three prefectures: Longyan, Jianyang, and Ningde, 
directly under the administration of the provincial government. Under the jurisdiction of the 




declined throughout Fujian. Private industry and commerce enterprises disappeared 
and were replaced by state-run enterprises. People's living standards dramatically 
fell to subsistence level and some died because of starvation and famine (Lyons 
1992, 1994; Hook etal 1996). 
After 1978, Fujian tums a new page of development with the unique and 
prominent problems of unification that overseas Chinese and Taiwanese are given 
special preferential treatments. These in tum contribute a golden opportunity for 
Fujian to grow. The overseas linkages have become valuable assets for Fujian and 
is granted the status of implementing "special policies and flexible measures" to 
develop its economy (Wei 1995: 58). This opens up an arena for the millions of 
ethnic Chinese of Fujian who are looking for venues of their capital. From China's 
perspective, their importance, however, also lies in their capacity to establish 
external networks, introduction of new management know-how and modem 
production systems. 
Reasons of Selecting Jinjiang, Fujian 
Choosing Jinjiang, Fujian as the study area of this research have the 
following two reasons. Firstly, Fujian is the place of origin for many ethnic Chinese. 
Today it is estimated that the total number of overseas Chinese from Fujian has 
reached ten million {Jinjiang News 1998). Among these, three out of tens came from 
a small county--Jinjiang, i.e. there are totally three million ethnic Jinjiang Fujianese 
lived outside mainland China nowadays. They can be seen everywhere in Southeast 
Asian countries such Indonesia, Singapore, Malaysia and the Philippines. Moreover, 
homeward investment by ethnic Fujianese investors is a prevalent phenomenon 
12 
among the ethnic Chinese. Studying their homeward investment process, problem 
encountered and their operations in Fujian may add another dimension to the 
understanding of the guanxi capitalism. Secondly, the author is a native of Fujian 
but received her education in Hong Kong. In this regard, the author feels obliged to 
conduct a research relating to the development of Fujian. Moreover, being a native 
of Fujian adds several advantages in conducting the research. She can speak fluent 
southern local dialect which helps to interview with ethnic Fujianese entrepreneurs. 
She is also familiar with the local culture and has some connections through her 
family and kinsmen. From the standpoint of the method being used in the research, 
she may be more insightful and easier to access to informants than a non-native 
researcher. 
OBJECTIVES OF THE STUDY 
The first objective of this study is to investigate how do ethnic Fujianese 
proceed in the new and unfamiliar environments during their homeward but 
transnational investment. The market in Fujian is immature even after the economic 
reforms in 1978 while the legal framework，at the same time is also fragile and 
incomplete. Thus it is the purpose of this study to investigate how do this group 
handle the transnational difference and strategies to embed themselves into the 
homely but new environment. The nature, motivation, mechanisms, and benefits of 
the strategies they employed are areas of concem under this study. 
The second objective of the study is to examine the tactics and technical skills 
that an ethnic Fujianese entrepreneur should have in their transaction pursuits. In the 
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complex and dynamic circumstances, it is rather difficult and almost impossible to 
follow the textbook models such as those concerning the formal business 
administration institutions. In fact, the personality and the ability of the entrepreneur 
counts. It is thus worthwhile to examine what are the skills and ability of ethnic 
Fujianese entrepreneurs employed when they conduct their daily business in Fujian. 
A BRIEF OUTLINE OF THE THESIS 
The organization logic of this thesis is simple; it starts with the method and 
the cultural characteristics of ethnic Chinese entrepreneurs and finally explains why 
and how such an empirical landscape of homeward investment by ethnic Chinese 
entrepreneurs comes into being. The methodological issues of the research such as 
collecting and analyzing data adopted in the study will be discussed in Chapter 2. 
Chapter 3 seeks to outline the cultural characteristics of ethnic Chinese in Southeast 
Asia. Then it is followed by two chapters which seek to illuminate the process and 
the tactics of homeward investment by ethnic Fujianese. In Chapter 4, the nature, 
motivation, mechanisms and benefits of three kinds of networks commonly found in 
ethnic Fujianese firms in Jinjiang are addressed. While the tactics and technical 
skills of an ethnic Fujianese entrepreneur in cultivating personal relationships will be 
investigated in Chapter 5. In concluding the thesis, Chapter 6 firstly summarizes its 
major findings in the previous chapters. Then it assesses whether the social 
characteristics of conducting business in China will eventually affect the behaviour 






Selecting an appropriate method to investigate the subject is fundamentally 
significant in a study. However, recently the word “methodology” becomes a 
fashionable word in discussing the actual method being used, no matter what it really 
means. Thus it is necessary to make a clear delineation of method and methodology 
because there are differences both in the meaning and application between these two 
words (Melia 1997; Yeung, H.W.C. 1995). Methodology is a total concept of doing 
the entire research, thus it is a study of method which encompasses the conception, 
design, data collection and analysis of the study. Method on the other hand, refers to 
the research procedures actually employed, so it is the specific choice of a particular 
set of instruments to collect, analysis and present information in different forms. In 
short, method is a part of methodology but not vice versa. 
In this chapter, a set of methodological issues will be discussed; basically 
they are parts of the research process which include the research method and the 
procedures employed. First, the adopted method: -qualitative method with a 
naturalistic perspective is discussed. Then, the process of data collection from 
human resources in the fields and non-human resources will be explained. This is 
followed by the analytical methods through an examination of the merits and 
demerits ofinductive data analysis and case reporting. 
f 
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RESEARCH DESIGNS AND METHODS 
Research design refers to "the overall structure and orientation of an 
investigation. This structure provides a framework within which data are collected 
and analyzed" that comprises survey and the method employed (Bryman 1989: 28). 
It is a critical determinant in influencing the quality of the study because a set of 
commendable strategies prompt good starting of the research. While research 
method is a set of operational techniques and skills of data collection which include 
questionnaire, interviews and participant observation, etc. (Table 2.1). 
Table 2.1: Major Research Designs and Methods in Organizational Research 
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D1 Experiment (major distinctions: 1 Ml Self-administered questionnaire 
laboratory and field experiments and 
quasi-experiments) 
D2 Survey (including iongitudinai | M2 Structured interview 
survey design) 
D3 Qualitative research i M3 Participant observation 
D4 Gase study ! M4 Unstructured interviewing 
D5 Action research ！ M5 Structured observation 
i M6 Simuiation 
i M7 Archival sources of data 
Source: adapted from Bryman (1989: Table 1.2). 
Choice of the Method-Qualitative Method 
The criteria of choosing an appropriate method for studying the social world 
will greatly depend on the degree of reflectivity the method capable to show the 
realistic aspects of the social environment. Quantitative method as a scientific 
research method, according to Labowitz and Hagedom (1971: 1), the major goal is 
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"to establish causal laws that enable us to predict and explain specific phenomena. 
At a minimum, to establish these laws a science must have reliable information or 
facts (sited in Walker 1985: 9). However, with strong necessities of establishing 
theories and empirical laws, it is on the contrary rather difficult to give rigour and 
objective perspectives of the social world because in the process of building the 
theory, there are many assumptions and tentative formulations that are impossible in 
the real environment. As Harvey (1969: 307-8) argued pervasively that “when you 
can measure what you are speaking about, and express it in numbers, you know 
something about it; but when you cannot measure it, when you cannot express it in 
numbers, your knowledge is of a meager and unsatisfactory kind". Hence the 
simplification and rigid control of measurement may lead to ignore and hide the 
complexity of the real world. 
Under the logical criteria of quantitative method such as the formulation, 
empirical and hypothesis testing, statistical significance and deductive reasoning, 
qualitative method can be regarded as "unscientific" and "presumptive". However, it 
is also the reason why quantitative method is less suitable for social studies; the 
fundamental variances between the natural environments and social worlds rule out 
the possibility of using the natural and "scientific" techniques to study and analyze 
social phenomenon. 
Obviously, the subject matter of social sciences is in itself different from 
natural science and so that it is by no means improper to use other methods. As 
human beings are not particles but they are feeling, attributing and responding 
creatures, thus the study to understand human behaviour should be "conferred upon 
social events by interacting individuals, you must first interpret what is going on 
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from the social context in which these events occur" (Schwartz and Jacobs 1979: 8; 
sited in Walker 1985: 12) This is what the author has argued before that a good 
social method should contain high validity and reflectivity of the real social world. 
Obviously, qualitative methods enable she to get in touch with social actors and 
close to the data by its special characteristics and exploratory in function which can 
be regarded as the appropriate technique in retrieving the real face of the social 
world. 
Qualitative method (Alasuutari 1995; Berg 1989; Bloor 1997; Brannen 1992; 
Bryman 1989; Dey 1993; Dingwall 1997; Eyles 1988; Fones 1985a, 1985b; Gubrium 
and Holstein 1997; Kelle, Prein and Bird 1995; Kirk and Miller 1986; Lazega 1997; 
Marshall and Rossman 1989; Melia 1997; Millie and Dingwall 1997; Mitchell 1993; 
Sayer 1992; Silverman 1997a, 1997b; Smith 1988; Soja 1989; Walker 1985; Weiss 
1994; Williams 1985) has become a fashionable and popular method adopted by 
social science researchers recently for studying the social world with soft, flexible 
and subjective techniques (Table 2.2). 
Table 2.2: Claimed Features of Qualitative and Quantitative Methods 
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•:• Soft I 來 Hard 
• Fiexibie * Fixed 
• Subjective 奈 Objective 
• Political 奈 Vaiue-free 
• Case study I % Survey 
•:• Speculative ^Hypothesis-testing 
•:• Grounded 奈 Abstract 
~Source: Adapted from Siverman, D. (1997: 13). 
f 
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Qualitative research is a process of designing research “that entails 
immersion in the everyday life of the setting chosen for study, that values 
participants' perspectives on their worlds and seeks to discover those perspectives, 
that views inquiry as an interactive process between the researcher and the 
participants, and that is primarily descriptive process between the researcher and the 
participants, and that is primarily descriptive and relies on people's words as the 
primary data" (Marshall and Rossman 1989: 11). In other words, it helps the 
researcher “getting inside" the objects of his/her study and facilitates himself/herself 
a social being who are able to understand through empathy and reactions of his/her 
own. 
In this research, qualitative method to a large extent, played a crucial role in 
both collecting and analyzing data. The reasons of employing the method by the 
I author are evidential and logical. Firstly, the research topic concerned "network 
j building and guanxi cultivating by ethnic Fujianese entrepreneurs" was severely 
b 
> sensitive, complicated and unmeasurable which included the interaction, the tactics 
and the processes of guanxi and network cultivation by informant entrepreneurs. 
Unless employing the techniques of qualitative method such as in-depth interview, 
[ 
I group interview and participant observation, these data were difficult to acquire. 
Besides, the research subjects-ethnic Fujianese entrepreneurs are few in 
number. They only occupy a small portion of the total population in the Pacific Rim 
as well as unevenly distributed insides these countries. Moreover, the research target 
; at the same time should contain another specific characteristic, that is they are going 





as well as difficult to contact. As a result, it is difficult to employ quantitative 
method. (Details please see Table 2.3). 
Table 2.3: A Role for Qualitative Research 
Phases of Qualitative research ： 
research I •:• As the prime (or sole) approach | • To complement quantitative 
1 research 
Preliminary I •:• Concept of formuiation | • Concept clarification 
I •:• Generation ofhypothesis/theory I • Instrument design 
I • Piloting 
Principal j • Topic is: | • Interpretation 
e.g. sensitive; complicated i •:• Illumination 
unmeasureable; | •:• Illustration 
concerned with interaction | • Qualification 
i concerned with process I • Process evaluation 
I •:• Research subjects are: 
e.g. inarticulate 
“precious” 
few in number 
I • Research objective is: 
e.g. brainstorming 
j action-oriented 
Validation | • Between technique triangulation I •:• Between method 
1 • Testing "consumer" response to 
: policy recommendations 
； Source: adapted from WaDcer, R. (1985: 21). 
The research although employing the qualitative method, the author also uses 
some important statistical data such as the amount of foreign investment in China 
1 
and Fujian as well as the total amount of investment by ethnic Chinese. 
Nevertheless, the research appears that external validity is best assessed by way of a 
“ qualitative route because "the value of generalizations depends upon the qualitative 
nature of the objects to which they refer. They can only supplement but never 
replace qualitative methods" (Sayer 1992: 103). 
i VMi 
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DATA COLLECTIONS FROM HUMAN RESOURCES 
Data collection was a crucial procedure in doing a research project because it 
is the vital process of collecting and researching data for the study which may both 
enrich the literatures and provide new dimensions and insights to the field. The 
procedures of collecting data in the study are rather complex which include mainly 
purposive sampling, field work studies and non-human resources collecting like 
newspaper clippings, journals and academic literatures (Table 2.4). 
In terms of primary data collection, survey were conducted in both Jinjiang 
and Hong Kong to collect general information on the transnational operations of 
ethnic Fujianese entrepreneurs' firms. The actual field data collection started in July 
1997 and information exchanges and contacts between the author and informants 
have been kept going for more than eleven months. 
Table 2.4: Sources and Characteristics of Data Collected 
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Primary Data 
1. Quantitative j ^ 14 successful interviews from 16 ethnic Fujianese 
survey entrepreneurs survey; 
I ^ 3 interviews with local officials; 
j ^  1 interview with retired cadres; 
2. Personal i ^ transcripts of interviews with 14 ethnic Fujianese 
interview entrepreneurs in July 1997 in Jinjiang, Fujian; 
I ^ transcripts of additional interviews with them between 
April to May 1998 in Hong Kong; 
Secondary Data       
1. Company | ^ Annual reports of some large scale firms; 
profiles I 名 unpublished leaflets and profiles of some small scale firms; 
2. Newspaper | ^ covering inward FDI from overseas countries; 
andmagazine j ^ covering economic development ofFujian province; 
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Purposive and Emergent Sampling 
Although researchers and scholars of the quantitative stream believe that in 
the data collecting process, it is necessary to carry sampling before interviews are 
held. Qualitative research is an essentially unstructured approach in collecting data. 
“It is necessary to get away from the quantitative researcher's way of thinking about 
sampling: a qualitative study can never cover the whole population in such a way 
that different sub-groups that may be important can all be looked at in detail" 
(Williams 1985: 29). 
In the research, the author employed the purposive sampling method which 
included a small number of respondents who are not sampled on a probabilistic basis 
but on an emergent, serial and contingent basis. Reasons of not employing the 
random sampling are manifested: firstly so far there was no published list of ethnic 
Fujianese firms in Fujian, a standardized random sample for interview seemed 
almost impossible; secondly, even though there was an list, it was rather difficult to 
conduct in-depth interviews with the entrepreneurs in the list by asking such 
sensitive and personal questions. They of course, at the same time were not willing 
to accept the interviewing invitation of talking the tactics of guanxi because these 
were either the privacy of the individual or the business secrets of the firm which 
would not share with others openly. 
Thus, snowball sampling method was adopted. It was a useful sampling 
method for researchers when random sampling technique was difficult to operate. It 
yielded a study sample through referrals made by friends or acquaintances who share 
or know of others or who possess some characteristics that are of research interest 
(Williams 1985; Walker 1985). The method was totally fitted to this research since 
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the focus of the study was sensitive which required the knowledge of insiders to 
locate people for interview. The insider without doubt should be a member of the 
group (ethnic Fujianese entrepreneur) who could introduce the author to the gang 
and let her "getting in". 
The snowball sampling method acclaimed the author to select small numbers 
of ethnic Fujianese entrepreneurs with specific characteristics and experiences who 
were able to provide more in-depth information and personal narratives of guanxi 
cultivating as well as for comparisons between entrepreneurs through the mediator's 
introduction. The author made every effort to let the sampling continued until a 
point that all relevant people were reached. In the research, totally 14 ethnic 
Fujianese entrepreneurs were interviewed through the introduction of the mediators. 
As a result, the issue of guanxi cultivation could be analyzed and comprehended in 
detail through the purposive snowball sampling method. 
Data Collection in the Field 
Qualitative research methods provide tools for researchers to leam about the 
social world in ways which do not rigidly structure the direction of enquiry but a 
way to investigate why persons act as they do and how these persons do. Typical 
qualitative methods yield large volumes of exceedingly rich data obtained from a 
limited number of informants and the researcher exploit the contexts of the data. In 
the research, the meaning and significance of respondents or informants give to their 
actions basically were retrieved through the following three qualitative methods: in-
depth interviews, group interviews and participant observation (Table 2.5). 
I 
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Table 2.5: A Choice of Method 
i Depth I~~~Group~~i Participant 
i interviews 1 interviews i observation 
� . .�.,Zz^�#�/z.z�^*.i^Z "//"' ""' /// ‘ 0 ‘ / . . . / ‘ . /. . . > . * . ； . . . • . 
Where research objectives are: 
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…•…•…i'ASonorieSed } M j H j H 
\ ^ e r e research topic is: | 
1 Sensitive H 丨 L 
.…•……iCompiex [ H | H j H  
i Concem with process M M H 
^j^ere research subjects are: 
………iSu^kio^ I M 1 M I L  
…•••••…iMiS)ited ！ H j i  
Characteristics of method: 
………i"toemcti^  ! M | H | H  
iinterpretative | M | M j U 
圍 Dependence on verbal H H L 
communication 
圍 Response constrained by social L H H 
norms j 
H=high(ly), M=moderate(ly), L=less so, Blank=author is unwilling to generalize. 
Source: Walker, R. (1985) 
In-depth Interviews 
Interview is a dialoguing process between researcher and informant in which 
the former encourages the later to relate his/her experiences, viewpoints and 
attitudes in his/her own terms that are relevant to the research problem. The role of 
the in-depth interviews of course, is to probe deeply in order to uncover new 
dimensions of the research topic. 
At the beginning of the research carried out, the author was worried about 
how to get first hand data from ethnic Fujianese entrepreneurs especially the in-depth 
interview since the focus of the research was subject to controversy and debating. 
i 
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The anxiety was solved when a familiar person of the author who was a 
"connoisseur" of the ethnic Fujianese entrepreneurs and have invested in his 
hometown for more than ten years. He imitated as a "go-between" or referee that 
introduced his friends and crafts for the author which formed a base for her to 
achieve interviews. 
Although time and financial resources available were scarce, the author still 
completed interviews mainly in the form of open-ended questions instead of setting 
rigid questionnaires to bound the interviewers, so all the informants did not reply the 
questions with identical answers. However, it did not mean that the interviews were 
completely unstructured since in each interview, an aide memoire was carried with 
clear topic questions (see Appendix One for a list of open-end questions). Hence, 
informants would feel free to elaborate his/her ideas on the topic. Moreover, despite 
!i 
a set of topic question, further inquiry would be asked if informants were easy going 
and were willing to talk. For instance, informant C and M were not anxious to talk 
a how much did they spend in guanxi cultivation, they talked freely even the author 
I. did not ask. These answers although were not totally related to the research, the 
I 
丨 author could get some new implications and insights from them. 
I 
? Furthermore, owing to the high irritability and sensitivity of the research 
topic, it was rather peculiar and strange to ask the question directly like "how to 
I 
I 
I cultivate guanxiT' or "how much have you use in network building?". Thus at the 
� . 
I beginning of the interview, the author would first send her regards to them and 
I asked how their business going, this would make the interviewing atmosphere 
I . I around the interviewee and interviewers much closer and familiar which thus, f . . 
^ helped interviewer to express his/her experiences on the research issue. So the actual 
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conduct of interviews became much like a form of social interaction than an 
inflexible and stem association to the research-researcher mentality. 
Moreover, many entrepreneurs continued to offer their reports and 
information after the actual interview. In retum, the author promised them to keep 
their name in absolute confidentiality since the research involved financial 
commitment and corporate strategy oftheir firms, publicize their name would cause 
trouble for them. Besides, it was the conscience of the qualitative researchers to 
keep secrecy of all informants who have put their fiduciary trust on them. Thus, in 
the thesis (mainly in Chapter 4 and 5), the informant entrepreneurs' name will be 
replaced by capital letters, for example, informant A. 
Although nearly all of the informants entrepreneurs were willing to express 
their viewpoints during interviews, the interviews conducted by the author with three 
officials and an retired cadre in Jinjiang were totally silence. The author interviewed 
them because she wanted to maximize and offered different perspectives on the issue 
(see Appendix Two for a list of questions). However, all four of them are 
extraordinary "smart" that they would not show their own perspectives of the issue 
but answered all the questions in their bureaucratic tones. For instance when I asked 
them "what's the role of guanxi in determining the success of business in Fujian?" 
Three ofthem replied the interrogation in oneness official answer that "guanxi is not 
crucial in Fujian. In fact, the success of the business depends extensively on which 
field they are engaged and the abilities of entrepreneurs. Mostly, the government of 
our country is highly encouraging the development of economic activities in any 
sectors." Nevertheless, although they would not show their real personal perspectives 
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in guanxi cultivation, they, on the contrary, gave the author some rare governmental 
statistics. 
Another constraint is that before carrying out interviews, the author designed 
to tape all the dialogues in each interview. However, after asking for using the tape 
recorder and explained to informants that the recording materials would only be used 
solely for analysis purpose, unfortunately, most of the informants remained rejecting 
I the request owing to the reason of personal secrecy. 
Group Interviews 
i G r o u p interviews bring a number, normally small numbers of informants to 
discuss topics of the research (Walker 1985; Williams 1985). Why group interviews 
were organized even though a constellation of in-depth interviews were conducted. 
I Basically, the author would like to obtain different perspectives from informants in 
different settings. She thought that informants might be bashful and reserved in face 
to face interview, and they were possible to talk freely with their familiar friends in a 
comfortable and domesticated venue. Thus she carried out three times of group 
interviews with informants who have been conversed with in the previous in-depth 
interviews. 
In the study, several group interviews were organized in restaurants in both 
Jinjiang and Hong Kong, by inviting some of the informant entrepreneurs who knew 
each other well. The role of researcher (the author) here acted as a "mediator" to 
facilitate a comprehensive exchange of views in guanxi cultivation in which all the 
informant entrepreneurs were able to "speak their minds" and “respond to the ideas 
I : 
i' of others". 
I' 
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The composition of groups should be very careful because mis-match would 
cause embarrassed and long silence during the discussion period. Thus, familiar 
relationship among them was the necessary consideration since they could only talk 
or share their personal and secret experience or strategies with their friends instead of 
I strangers. Moreover, it sounds rather unreasonable and makes no sense to talk with 
unfamiliar informant entrepreneurs because cultivating guanxi always comprises to 
a certain extent bribing and corrupting others. 
I 1 •j 
1 Generally, there were three and four informant entrepreneurs in each group 
j interview who were friends with each other, mainly from the same county and some 




beginning of the discussion due to the sensitive and complex topics like network and 
I guanxi cultivation. The situation always got better after a short period of rumor and 
gossip, or the discussion leaded by an informant who was willing to talk his/her 
experience or viewpoint which then would attract and encourage other shy 
informants to show their perspectives. Although these were rather informal, it was 
•« 
I -r ‘ 
necessary to find methods to “open their month". The author should accept the fact 
I ：； 
；'. 
that "[m]any of the methods that are useful for obtaining reliable and valid case 
data reply upon some degree of cunning, deviousness, opportunism and persistence 
on the part of the research" (Bresnen 1988: 47). 
‘ Finding a suitable venue for group interviews was essential. A good venue 
should be close to where the respondents live and easily accessible, more 
\ importantly, the place could provide familiar and harmonious atmosphere which 
I r 
could make them to be relaxed and willing to talk. Hence, the author chosed to do 
I , 
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group interviews in a restaurant, a place where they always gathered. However, tape 
recording was often difficult because the background was very noisy. 
Participant Observation 
Although interviewing with informants both in the form of individual and 
groups, the situation inasmuch remained narrow and shallow. Thus the author 
carried out participant observation seeked “to study people" (ethnic Fujianese 
entrepreneurs) in their 'natural environment' (Jinjiang) and, more often than not 
attempted, to participate in their day-to-day activities (such as organizing banquets) 
！ 
i (Walker 1985: 6). The main theme of participant observation is observing, thus it is 
necessary to pay attention not only to conversations in the occasion but also to the 
) 
1 
i crucial non-verbal data. 
The author engaged in two banquets in Jinjiang which were organized by 
ethnic Fujianese entrepreneurs. The purpose of partaking in festivity was to 
\ understand more about how entrepreneurs cultivate guanxi with powerful people, 
i 
j  
I The first banquet was organized by a Hong Kong Fujianese entrepreneur who wanted 
•； to ask a powerful official in Jinjiang to help her. While the second banquet was 
I 
organized by a local famous person and a Filipino Fujianese with the purpose of 
i 
I expanding the political networks with local elite in Jinjiang. In both ofthe banquets 
I 
'i the author pretended to be one ofthe participants and at the same time, she observed 
.1 
i and recorded the situation, 
•j 
( 
: Observing during the banquets provided exceptional information which the 
I 
I 
I author could not get in formal interviews. The participant observation is a good 
！ 
qualitative method for perceiving the details of the process. It also allowed her to 
1 
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investigate more about guanxi cultivation such as the manners, the taboos and the 
process of cultivating personal relationships. 
From above, it is no doubt to say that each method has its own strength and 
shortcomings. Firstly, researchers can pick and choose the messages that they hear 
and elicit through interview but sometimes respondents may shy to discuss. The 
author can get additional information through group interviews but it is time and 
money consuming. Moreover, participant observation can show the process clearly 
yet great involvement will be difficult to fulfill. So each approach will suit different 
occasions and will result in varying degrees of insight for the researcher, thus, they 
can really complement each other. Nevertheless, by employing these three methods, 
the author could obtain different kinds of data which collectively provided 
comprehensive and holistic view of the subject under investigation. 
Secondary Data in the Field 
In the field, the author not only collected data through contacting, 
interviewing and observing the social actors, data could also be collected through 
other non-human resources such as unpublished annual report, leaflets and profiles 
of respondents' companies. Annual reports were not commonly seen among these 
firms because most of them were small in scale. She would only get an annual 
report from informant N who was the manager of the one of the biggest enterprises 
in Jinjiang. The report showed the fundamental information of the company such as 
the historical development process and its management skills; these information 
supplemented with the explanation of the manager that fUmished better 
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understanding of how an ethnic Fujianese small scale firm expanded its scale to a 
large and advanced enterprise in the homeward investment process. 
Other secondary data such as leaflets and profiles of firms were also 
contributed by some informants. The leaflets mainly covered the products traded or 
produced by the firms while profiles comprised business secrecy which were seldom 
expressed. These although could not provide undeviating data for immediate use, 
they were useful for the author to understand more about these companies and 
further perceived more about the ethnic Fujianese informants. 
Some Critical Reflection in the Field 
Contemplating the past, the field search process was essentially a perfect 
learning process in both techniques and knowledge of the social development in 
China. Techniques are presented in the previous sections while here would be 
convenient to note some self-reflections of social behaviours in China. Firstly, the 
author noted the difficulties in finding and locating the opportunity to secure and 
conduct interviews. During the process of tackling this problem, she realized that 
guanxi cultivation was not an unique business culture of what the author has been 
explored in chapter 4 and 5, but an universal cultural characteristic all over China. 
Through personal connections ofher family, she was able to construct detailed cases 
with several ethnic Fujianese firms and their Jinjiang operations, these cases and 
other information are presented in later chapters. 
Besides, the role of intermediary was also highly indicated during interviews. 
The assistance of the go-between for the author was great. He was acted as the 
mediator who introduced his personal networks to her. He was also the explicit but 
i 
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invisible familiar base for the author as well as the ethnic Fujianese respondents. 
With his attendance and support, the in-depth interviews and group interviews 
would successfully carry out without huge reluctance. 
Moreover, by virtue of being a resident in both Hong Kong and Fujian, the 
author was particularly aware the importance of language and atmosphere during 
personal interviews. Hokkien, a local dialect in Jinjiang, Fujian was used in all of 
the interviews conducted during fieldwork in Jinjiang. Cantonese was also used 
during some interviews with ethnic Fujianese entrepreneurs in Hong Kong. The 
linguistic advantage was critical because it enabled the author a better access to both 
the company and the inner world of the respondent. Thus use same language or 
dialect is not only for ethnic Fujianese to cultivate guanxi, it is also important for the 
author to conduct in-depth interviews. 
j 
32 
DATA COLLECTION FROM NON-HUMAN SOURCES 
Documents in a wider perspective, can be defined as "any written or recorded 
material other than a record that was not prepared specifically in response to a 
request form the inquirer" (Lincoln and Guba 1985: 277). 
In the research, the non human data sources include first, government reports 
that include information about resolutions, laws and regulations; second, newspapers 
which announced the discussions of mouthpieces of the state; and last but not the 
least, the literature published or distributed in Hong Kong and China. These are 
valuable documents which are indispensable and essential to the research. Together 
with the company profiles and other publications and the field notes obtained in the 
interviews, they made up the foundation of this research. As Forster (1994:148-9) 
argued that “[i]t is important that any research is aware of these different kinds of 
documentation and of the variety of functions which different kinds of documents 
can play in organizational life... They are not merely a preliminary to quantitative 













INDUCTIVE DATA ANALYSIS 
Basically，the research adopted the qualitative ethnographic description 
method which typically aims to present a description expressed entirely in the terms 
of participants' concepts and categories, then these concepts and categories would 
further be analyzed through triangulation and network analysis. These findings 
would be presented in the case reporting approach. The detailed of the analytical 
procedures are as follows: 
Categorization 
Data analysis is a process which involves "fracturing" data into "lumps of 
meaning" such as concepts, and a subsequent restructuring first by categorization 
and then by developing relationships between categories (Walker 1985: 187). Thus 
categorization of data is a vital analyzing procedure of transferring and putting raw 
materials together logically and systematically into research findings. 
Categorization is a useful tool of data analysis by grouping data into 
provisional categories. In the research, data was firstly categorized under the title 
of different informants. When all of the unitized data was categorized, the entire set 
of categories was reviewed and a propositional rule for each category was 
developed. Then，another categorization would be carried out with several purposive 
research topics, for instance, data associated with the topic of the motivation of 
cultivating guawci should put under it while data related to the role of guanxi in 
business doing would put in other category. Thus the viewpoint of informant 
entrepreneurs that have done on the first categorization would be systematically put 
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under the specific topics. As a result, data would be further subdivided and 
analyzed. 
Triangulation 
After categorizing the data, it needs another analytical technique ~ 
triangulation which is a useful tool for analyzing complex data and rectifies the 
validity and reliability of the research because it is “the combination of two or more 
different research strategies in the study of the same empirical units" (Denzin 1989: 
302, sited in Bloor 1997: 38). By using replicate methods that can minimize the 
particular measurement biases because the fallibility of any single measure as a 
representation of social phenomena is safeguarded by the use of triangulation to 
achieve convergence validity. Moreover, it allows the researcher to reconsider his or 
her initial analyses from a novel standpoint, thus the research is not just for 
additional data are available for study, but also these additional data may alter the 
researcher's perception of the initial data. In other words, the contribution of the 
method is based on the assumptions that the method is well-understood and different 
data complement each other in revealing different facets of the social world. 
In the data analyzing process, the author realized that in applied research 
events were never quite so simple since she would approach the data with the 
research relevancies of the respondents foremost in her mind. Thus she needed to 
employ triangulation by repeating the process of categorization basing it first on the 
"concrete and definite concepts" of ethnic Fujianese entrepreneurs. By repeating to 
compare and contrast different sources of findings in addressing the same 
phenomenon during the process of triangulation, the author would breakdown and 
t 
35 
subdivide informants' long, intricated and complicated stories into simple, clear and 
easy to understand context. Finally, different perspectives and tactics of guanxi 
network cultivating among informants entrepreneurs could be "floated" out 
systematically and clearly. 
Network Analysis 
Network analysis, without doubt, is one of the important methods for 
analyzing network ties among individuals in the society because it is the study of the 
"presence or absence of a tie between any two members of the setting" (Lazega 
1997: 119-120). Its main contribution is to contextualize informants' behaviour by 
describing relational structures in a way that bridge the individual, relational and 
structural levels of analysis. It is also a method of contextualization and quantitative 
framing for qualitative approaches to informants' behaviour. 
As the study of the research topic is concerned about guanxi and network 
cultivation, it is reasonable and proper to adopt the method of network analysis in the 
form of contextualization. This is because firstly, it is a method of identifying 
specific constraints on informants' behaviour and; secondly it is a necessary step for 
comparative analysis and for generalizing results. 
I Moreover, network analysis is effective and efficient to contextualize ethnic 
• Fujianese entrepreneurs' behaviour through descripting and linking their personal 
！ networks and guami ties together. The process can be done via firstly collecting 
:l personal stories of informants about networks and guanxi cultivating and secondly, 
j • 
investigating and outline the structure ofthe social setting in which their actions are 







the Jinjiang, Fujian. Finally, by describing the relational structure of informants in 
one or several networks and the relationships between them would detect the 
underlying regulatory mechanisms and offer useful indications. 
In a nutshell, employing the methods of categorization, triangulation and 
network analysis, to a great extent, have enhanced the effectiveness of qualitative 
analysis in the research especially these methods are quite versatile in functions and 
purposes. Thus it is impossible for the author to interpret the results without using 
several techniques at the same time. Moreover, after analyzing the raw data, the 
context of interviews (in Chapter 4 and 5) should be presented in easy understanding 
and uncomplicated way, case reporting is employed. 
Case Reporting 
The output of data obtained in interviews with different informants in 
fieldwork can be developed into case reportings. According to Hartley (1994: 
208-9) case reporting can be defined as “a detailed investigation, often with data 
collected over a period of time, of one or more organizations, or groups within 
organizations, with a view to providing an analysis of the context and processes 
involved in the phenomenon under study". The case reporting method is thus useful 
in the research because it allows an investigation to retain holistic and meaningful 
characteristics or real-life events. 
A case report represents a holistic and lifelike description that is welcomed 
by scholars, especially anthropologists who have extensively and widely employed 
the method in their research (Yang 1986, 1994; Yan 1996a; Kipnis 1997). In guanxi 
literatures, case reporting method is not uncommon, for instance, Yan and his 
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research of reciprocity and social networks in a Chinese village; Kipnis and the 
dissertation of producing guami in a northern village {Fengjia) are employed this 
method to present their findings. 
Obviously in the research, the data of how an ethnic Fujianese entrepreneur 
cultivates his/her guanxi and how he/she expands his/her personal networks are 
appropriate for the use of case reporting method because they are the true "stories" 
of the entrepreneurs. In the process of case reporting, the following techniques are 
used. 
Tape Recording 
Some scholars have stressed the importance of tape recording in interviews 
for later analysis (Lincoln and Guba 1985; Walker 1985). Their argument mainly 
based on the "fidelity", that is the ability of the researcher to reproduce the data of 
what informants presented in the field (Lincoln and Guba 1985: 240). Without 
doubt, recording the conversation can achieve greater fidelity, but the practice should 
firstly be accustomed by informants before starting the interview. In the research, 
although the author asked their permissions to tape the dialogues, most of the 
informants refused the request directly. Consequently taping was not often used. 
Moreover, the reluctance of using tape recording by informants did not cause 
difficulties for case reporting because in each interview, comprehensive and detailed 
field notes were written when informant talked about their experience, these were 
transcripted immediately after the interview. Thus, the problem and worry of 
missing information during interviews was seldom found. 
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Verbatim 
Case reporting as a kind of narrating the experience of informants into a well 
constructed story, it needs some skills like verbatim and narrative to smooth the 
presentation. As pointed out previously that the study is concerned with the 
processes and functions of guanxi cultivating of ethnic Fujianese entrepreneurs, an 
attempt was made to transcribe the talk "verbatim". The task would be fulfilled by 
two main steps: firstly translating their dialogues into English from Hokkien and 
Cantonese one by one; and after that the second transcription which was informed 
by the analytical ideas. 
Verbatim quotes of their speech were one of the specific arguments essential 
in later writings (e.g. Chapter 4 and 5) since their statements and viewpoints are the 
strong evidences of the research. Without verbatim, the research would be 
weakened just like a body without soul. 
Narrative 
Narrative is a qualitative ethnographic method that particularly suitable for 
describing the social phenomenon in the story-constructing or story-telling forms. 
The methodological principle here is linguistic consistency, the power of language 
and literal processes such as metaphor and figuration. That is “if a 'sufficient 
proportion' of participants' accounts appear consistently to tell the same sort of story 
about a particular aspect of social action, then these accounts are treated as being 
literally descriptive" (Gilbert and Mulkay 1984: 7; sited in Miller 1997: 5). 
The author realized that in the research, presenting the nature, motivation and 
benefits ofnetwork cultivating; the tactics and strategies of guanxi cultivating by the 
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ethnic Fujianese in the form of story telling was possible as well as necessary. This 
is because data collected in the field were complex and fragmentary, it greatly 
depends on the method presenting these raw data into fascinating and interesting 
stories. Moreover, the process of these complex and webbed social activities by 
entrepreneurs could also be clearly and easily understood. Thus, narrative method in 
the research was "an account of some process or development in terms of a story, in 
which a series of events are depicted chronologically" (Sayer 1992: 259). 
VALIDITY AND THE ISSUE OF SUBJECTIVITY 
The aim of qualitative researchers is to “see through the eyes" of subjects and 
provides the lifelike reflection of the social world. However, it again is censured by 
the positivists for the reason of subjective as being non-scientific. Thus they call the 
qualitative researchers as "subjectivist" and even "journalist" (Bryman 1988: 61; 
Silverman 1997: 14). But in fact, insightfulness in human behaviour study is only 
possible by subjective methods through which the researcher and the subject share a 
common humanity. While the objectivity demanded by a positivist model of social 
science is impossible to attain. 
The issue of subjectivity to many qualitative researchers is not a matter since 
they deeply understand that the reflectivity of the social world should contain certain 
degree of subjectivity. As Charmaz explained that “[w]e start with the experiencing 
person and try to share his or her subjective view. Our task is objective in the sense 
that we try to describe it with depth and detail. In doing so, we try to represent the 
I 
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person's view fairly and to portray it as consistent with his or her meanings" (1995: 
54). Another qualitative scholar Denzin (1991: 68) noted that "[t]he subject is more 
than can be contained in a text, and a text is only a reproduction of what the subject 
has told us. What the subject tells us is itself something that has been shaped by 
prior cultural understandings. Most important, language, which is our window into 
the subject's world (and our world), play tricks. It displaces the very thing it is 
supposed to represent, so that what is lawyers given is a trace of other things, not the 
thing-lived experience-itself (sited in Miller and Glassner 1997: 100). 
Thus, it is safe to argue that the research of investigating guanxi network and 
the social environment, to a certain extent, will contain varying degree of 
subjectivity. However, the author agrees that qualitative researchers should employ 
different methods and techniques properly to minimize biases and maximize validity 
and reliability of the research. 
During the process of conducting the research, the author collected a great 
variety of data as far as possible through different methods, and have triangulated it 
upon the research issue in order to represent the picture in as many perspectives as 
possible. The use oftriangulation, as pointed out previously, can do much to improve 
the validity and reliability of the data collected. 
Moreover, as different methods such as in-depth interviews, group interviews 
and participant observation are used to investigate different facets of the same 
phenomenon, the resultant findings tend to be complementary, mutually-reinforcing 
and cross-checked. The methodological implication is that triangulation is useful 
insofar as different facets of a concrete phenomenon are researched through the most 
appropriate combination of methods. These complicated data collection and 
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analytical techniques to a large extent, make this research different from a straight-
forward narration of case studies. 
SUMMARY 
From above, it is evident that qualitative method is a useful method for data 
collection and analysis since it covers a vast range of research styles. In the research, 
in-depth interview, group interview and participant observation were employed for 
obtaining and accumulating informants' experiences and stories. While techniques 
in analyzing data of the research were categorization, triangulation and network 
analysis. After subdividing and generalizing the data, the findings would be 
presented in the form of case reporting. 
Through employing a set of methods and techniques in both data collection 
and analysis, the reliability and validity will be greatly improved while the issue of 
subjectivity can be minimized. 
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CHAPTER THREE 
ETHNIC CHINESE AND THEIR BUSINESS CULTURE 
INTRODUCTION 
Chinese merchants trading with southeast Asia have a long history/ The first 
generation of emigrants from China to Southeast Asia viewed themselves as 
sojourners, resident outside China for a brief period of time to chase for their 
opportunities and made their fortunes. Then, they would retum to their hometown as 
wealthy and respected gentlemen, capable of maintaining their families through 
seceeding generations. However, changing circumstances presented them from 
going back to their hometown but staying in their foreign domiciles with their 
business, large and small. In the course of time, the ethnic Chinese merchants have 
been still taking their risk in trading, but many of them are no longer poor coolies 
and miners or small traders but became successful millionaires and billionaires. 
Their successfulness in financial, commercial and other business activities is 
by no means a coincidence or by chance but by their notable efforts and diligence 
which are found in their seasoned and unique culture, especially the momentum of 
Conflicianism (Kahn 1979; Kotkin 1993; Wang 1990). 
1 Trading activities were very prosperous under the imperial policy of Mongol Yuan. Chinese 
merchants especially those in Guangdong and Fujian have dominated the trading activities in 
southeast Asia since the twelfth century. But after the fall the Yuan dynasty, the trading activities 
were banned by the new dynasty {Ming) founder. However, the Chinese merchants still bear the 
risk to trade overseas, and the private trading activities like smuggling were very common. The 
Ming court realized the problem and decided to relax the restriction that allowed those who had 
licenses to trade overseas. After the Opium War in 1842, the Chinese began to migrate around the 
world to search for their fortunes and began to set up firms in their new environment. This long 
history provides a good foundation for the ethnic Chinese to trade in southeast Asia. Details please 
see Wang 1990. 
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ECONOMIC SUCCESS OF ETHNIC CHINESE 
The ethnic Chinese have been successful in economic and financial sectors, 
historically and recently. In most of the southeast Asian countries, they usually form 
as a small minority, yet they have been playing leading entrepreneurial roles and 
making major contributions to the economy. The study carried out by the Economic 
Analytical Unit shows us how successful in economic sectors the ethnic Chinese are: 
“There are only about 55 million of ethnic Chinese with less than ten per cent ofthe 
total population in southeast Asia, they control up to two thirds of the region's retail 
trade" (East Asia Analytical Unit 1995). Moreover, in 1990 the 50 million ethnic 
Chinese residents outside China generate of about US$ 450 billion which is nearly 
equivalent to China's GDP of approximately US$ 500 billion, which is generated by 
more than twenty times the number of people (The Economist 1992)2. 
In each country of the region, ethnic Chinese occupy significant role in 
economic sectors (Godley 1981; Goldberg 1985, 1986; Wu and Wu 1980). In 
Indonesia, Sino-Indonesian (who constitute just 3.5 per cent of all Indonesians) 
control approximately 73 per cent of listed firms by market capitalization 
(Yamaguchi 1993). At the end of 1993，they controlled 68 per cent ofthe top 300 
conglomerates and nine of the top ten private sector groups (East Asia Analytical 
Unit 1995: 41). Ethnic Chinese also play a major role in the economy of Malaysia. 
They occupy about one thirds of the total population but control approximately 60 
per cent of share capital (Yamaguchi 1993). Moreover, in the Philippines, Sino-
Filipino control around half of share capital although they are only filled about two 
2 The figures are for 1990 and are sourced from The Economist, "the Overseas Chinese : a Driving 
Force", 18 July, 1992. 
I 
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per cent of the total population. Finally, ethnic Chinese occupied 8 per cent of the 
total population in Thailand, they are estimated to control 81 per cent of market 
capitalization. Moreover, the Sino Thai has been active in all economic sectors 
instead of only concentrating in financial sector. Their activities include 
manufacturing, agricultural, banking and finance, retailing and wholesaling, and 
construction and real estates (East Asia Economic Unit 1995; Mackie 1995; 
Yamaguchi 1993). 
Table 3.1: Chinese Influence in Countries / Territories Throughout Southeast Asia 
F ^ ^ " ^ ^ i Indonesia \ Malaysia�\ Thailand' i PhiUpp-
\ Kong(SARf I I M i i ]ine$ 
% of overseas f ^ pT? f ^ R Tri fTo Tl 
• • S \ ； J J Chinese pop. 
••••:••; i"'""i' r * 4- 4 i i  % of Chinese ： 100 j 81 i 100 i 73 i 60-70 i 81 i 50 
Q , , • : * : • 
capital share \ j j i : | i 
Source: Redding (1990); Yamaguchi (1993); East Asia Analytical Unit (1995). 
^According to Redding one might reasonably attribute the entire economy to Chinese in Hong Kong. 
The foreign-based firms which are here are normally run with only a tiny handful of expatriates, and 
the economy is effectively in Overseas Chinese hands as far as business is concerned. 
^Making up as large a proportion of the population that the Chinese do in Taiwan, close to the entire 
economy is also, without surprise, in Chinese hands despite the fact that foreign and notably Japanese 
influence is evident in the country. It is occasionally a matter of controversy to include Taiwan in a 
list of Overseas Chinese areas, but it is seen as appropriate on two main grounds. First, many of the 
most significant business people in Taiwan are refugees from China, and the majority of the 
population have moved there from the mainland over the same historical period as those who 
emigrated South to the other countries of interest in this research - Singapore, Indonesia, Malaysia, 
Thailand and the Philippines. Second, their business behaviour and general economic support 
systems, despite a still perceptible Japanese influence from the colonial period of 1905-1945, are 
similar to those of the rest of the Overseas Chinese, as are also their basic social norms. They are 
Chinese, and they are out of China; therefore for the purpose of this thesis, Overseas Chinese. 
Indonesia, the largest of the ASEAN economies, had a population at the last census in 1980 of 147.5 
million persons. This has probably grown today well in excess of 175 million. A recent estimate of 
the ethnically Chinese component of the population is 7.2 million or just under 4% of the total 
population. Whilst commanding a relatively small percentage of the total population, the Overseas 
Chinese in Indonesia are estimated to control an incredible 73% of listed firms by market 
capitalisation. At the end of 1993，Sino-Indonesians controlled 68% of the top 300 conglomerates 
and nine ofthe top ten private sector groups. 
^Proportionally much larger numbers of Chinese went to Malaysia to settle, in the 19th and early 20th 
centuries, than to the other countries of Southeast Asia. 
In Thailand, there is a lower consciousness of ethnic separateness than the other countries in the 
table. 
8Excluding government and foreign ownership 
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HOSTILE BUSINESS ENVIRONMENTS 
The business philosophy of Chinese concerns about having geographical 
advantages and enjoy popular support (di li ren he), especially the assistance from 
government. However, ethnic Chinese entrepreneurs conduct their business 
successfully under antagonistic and hostile environments. In these countries, the 
government and indigenous people usually take a less than friendly and 
antagonistically towards the ethnic Chinese. These hostile treatments manifested in 
the racially-based policies that the government carried out towards ethnic Chinese 
entrepreneurs and also reflected in the attitudes of indigenous (Wu and Wu 1980; 
Lim 1983; East Asia Analytical Unit 1995). 
Political Environment 
The governments of Southeast Asian countries have generally adopted 
racially-based policies or anti-Chinese legislation against ethnic Chinese. A typical 
example is Malaysia's the New Economic Policy (NEP) which straightly shows how 
a country forbidden and restrict the expansion of ethnic Chinese businesses (Table 
3.2).9 The government imposed restriction by introducing the Industrial 
Coordination Act (ICA) in 1975 that firms owned by ethnic Chinese should put aside 
at least 30 per cent of their equity for Malay interests and necessite the employment 
and training of Malaysian citizens in the ethnic Chinese firms.i�Within the NEP 
9 
The policy was launched in 1971 with the purpose to shorten the uneven wealth distribution 
between Chinese and the poorer Malaysians. 
1 The act required every manufacturing firm with shareholders' funds with M$250 000 or employing 
more than 25 full-time workers to apply for a manufacturing license. The Act specified that firms 
covered must obey the responsible Minister's supervision. 
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period, the shares of corporate stocks of humiputera " were increased from 1.5 per 
cent to 30 per cent, non-Chinese were to hold 40 per cent, and foreigners, the 
remaining 30 per cent (EAU 1995: 54). Apparently, the Malaysian government 
neither support the economic development of ethnic Chinese business, nor to uphold 
their dominance in economic and financial sectors. 
Table 3.2: An Overview ofMalaysia's New Economic Policy 
i~M^；'E<^iinibir:P^t^' /；二 :、' ‘：、、''''' '：‘「':' '•：'•:,:'.;, '""": • ‘ ,,-:'',>-''';" 二 ^ ¾ ^ > ¾ ; / - : ? ; 
： 1 扣 竹 j;i<cuuuuiic r u i i ty 
: :- % -' /^ - --'-'"v' ‘.' '•：•'今.入'"--‘“-f/«' -• ''i '• ••..'••".‘ "''• ：：'"---'-,"- •/ ‘ > � / '• -'：,'„-； - -¾-'--/-^ -'-' -, ."->^ -r^ fr--y-;-%-<'^  
Capital 1 • 20% of all loans made by commercial banks were to be 
1 made to humiputeras. 
Competitive Power | •：• Bumiputeras were given price preferences fbr ail 
i government tenders ranging from 2 to 10 % and 
additionally, 30 per cent of the contracts were reserved for 
1 bumiputeras, 
I *> Preference was to be given to bumiputeras in tiie issue of 
new licenses or permits pertaining to logging，sawmilling, 
timber exports, vehicle import, mining, banking, finance, 
insurance, transport, and tin and rubber dealing. 
I •:• Every manufacturing firm with shareholders' fimds in 
excess ofM$250 000 or employing more than 25 full-time 
j workers to apply for a manufacturing license. 
I •:• The Government pursued what has been termed "etiiinic by-
pass", by which j oint ventures between the humiputera 
holding companies have looked beyond local, Chinese joint-
venture partners to Japanese partners for heavy investment 
projects. 
Ownership 丨 • A preferential share allocation scheme was introduced 
whereby all companies listing on the KLSE must offer at 
least 30 % of their shares to bumiputeras. 
\ •:• The government formed public corporations, know as 
humiputera trust agencies, to buy corporate shares in select 
companies on the behalf of Malays. 
Sources: Wu and Wu (1980); East Asian Analytical Unit (1995). ‘ 
11 Bumiputeras literally means "sons of soil" which are the indigenous Malaysian. 
i 
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Not only in Malaysia, other popular ethnic Chinese migrated destinations like 
the Philippines, Thailand and Indonesia were also carried out similar discriminative 
policies against ethnic Chinese. In the Philippines, the Retail Trade Nationalization 
law in 1954 for example, required non-Philippines citizens (mainly ethnic Chinese) 
with retail trade businesses to liquidate their assets, either within ten years or upon 
the death of the owner of the business. The law restricted the flexibility of the 
business and thus confined the growth of business among them. In Indonesia, the 
situation was nearly the same. Owing to the outstanding performance of ethnic 
Chinese businessmen which cased social jealousy, the President Soeharto promoted 
to compensate the social unsatisfaction and called on the nation's top businessmen, 
mostly ethnic Chinese, to distribute 25 per cent of corporate money to the 
cooperative movement (Sender 1991: 36; EAU 1995: 40). All these has an 
important purpose which is to diminish and to restrict the economic expansions and 
domination of ethnic Chinese in these countries. 
The examples of anti-Chinese legislation in these countries are extensive, 
mainly focusing on the restriction of the ethnic Chinese economy. Generally these 
can be analyzed into the following four main aspects: the scope ofeconomic activity, 
capital participation, regulations governing labour as well as other discriminatory 
treatment. 
Restrictions of the Scope of Economic Activities 
Owing to the remarkable and prominent achievements of ethnic Chinese in 
economic activities, governments in these countries have imposed restrictions 
particularly in order to control and further limit their domination. They could firstly 
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restrict the scope of the economic activities which ethnic Chinese could be engaged 
or participated (Table 3.3). Among the four countries, important economic sectors 
and scarce resources were protected or reserved for the indigenous people while 
ethnic Chinese were totally forbidden to pursue. Industries like rice mills, 
manufacturing, retailing and wholesale trading; natural resources like land and 
rubber were highly pre-empted and preserved for their natives. 
Table 3.3: Restrictions on the Scope of Activities ofEthnic Chinese 
Country j Year i Restrictions ^ ^ ~ ^ ~ ~ “ • j j  
Indonesia j 1950 | •：• Only the firms that owned by indigenous Indonesian for more 
than 70% were allowed to import a number of commodities 
under the Benteng import program. 
1 1955 j •:• Non indigenous owners of existing rice mills were required to 
transfer ownership to indigenous citizens within a two-year 
丨 period. 
I 1957 i • Fifteen industries were reserved for operation by Indonesian 
i i citizens only . 
I 1960 i •:• Aliens would no longer be allowed to engage in retailing in 
i i rural areas below the regency level. 
I 1977 j •：• The trade minister announced the compulsory sale of 16 o66 
alien-Chinese businesses to Indonesians by the end of the 
i year. 
Malaysia | before I + guaranteestiie continuation^H" tiiie Jviai^^2;(i)i^i^ i^i i i r 
j 1948 reservation system. 
I i971 I • 99.3 % ohSel4li^i^b'riiS)^r""p)iaiSrS'griiiiS5'G$iiir"••… 
business were to be Malaysians, 0.1 % Chinese, and 0.6% 
Indians. 
The j 1947 I •：• Alien-Chinese stall operators were denied fUrther access to 
Philippines 1 the Manila street markets. 
i> i -
i 1954 I •：• Retail Trade Nationalization Law that alien-owned retaii 
i i stores established after 15th May, 1954, were to close down. 
I 1960 I •：• All alien-operated businesses in the retail and wholesale trade 
I cultivation, and transportation of rice and com were to cease 
operation within two years. 
Thailand | 1942 | •:• 27 industries and occupations were reserved for the 
! i employment of Thai citizens only. 
1 1968 i •：• Attempting to add another 14 categories to the iist was 
j j postponed.  
Sources: Wu and Wu (1980); East Asia Analytical Unit (1995) ‘ 
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Restriction on Capital Participation of Ethnic Chinese 
Restriction on capital participation can be regarded as the most effective 
weapon to control the expansion of economic activities of a particular group. 
Generally in some well developed countries, people can engage in business freely if 
they have money, but the situation was totally different for those ethnic Chinese who 
settled in Southeast Asia (Table 3.4). Although they had money, they had no or few 
chances to do business. Moreover, they were forced to limit the amount of equity 
and shares of their firms with transferring capital and shares to the indigenous 
people, and their commercial interests were also confined under these 
discriminatory policies. In order to ensure the continuation of their business, 
willingly and unwillingly，ethnic Chinese tend to make joint ventures with the 
localities. 
Table 3.4: Restriction on Ethnic Chinese Capital Participation 
Country [Year [Restriction ； ‘ , / 
� _ _ � _ 漏 _ ; _ _ 鬆 : _ _ _ _ _ : _ | _ _ 雜 _ : 彩 1 _ _ _ 1 _ 1 ) _ _ 1 : _ ; 1 ; : _ 終 : _ _ 1 _ : ; ; � _ _ | _ | _ _ 纏 
Indonesia i 1957 | •：• Fifteen industries ordered to transfer equity in businesses 
1 to non indigenous owners to indigenous Indonesian. 
11972 I •：• Non indigenous Indonesian citizens shouid sell 50 % oif 
their stock to the Pribumi. 
I *> Non indigenous enterprises are to be acquired initiaily by 
Malaysia | government-sponsored trusts for subsequent transfer to 
i 丨 Malays. 
1 • Malays are to have at least a 30% interest and 30 % 
participation in every occupation and industry. 
Thailand |1972 | ^ An Alien Enterprise Law makejoint ventures with Thai 
nationals a condition for continuation in business. Thai 
nationals must hold 51 % of stock. 
Sources: Wu and Wu (1980); East Asia Analytical Unit (1995). 
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Restrictions of Governing Labour by Ethnic Chinese 
The governments in Indonesia, Malaysia, the Philippines and Thailand not 
only controlled the capital participation of ethnic Chinese in these countries, they 
also imposed restrictions on labourers they employed. Ethnic Chinese entrepreneurs 
did not have rights to employ the kind of labour they wished but on the rules set by 
the local governments (Table 3.5). Mostly, they should employ certain numbers of 
indigenous to work in their firms and only employ non-indigenous with government 
permissions. In other words, this kind of restriction impeded the development of 
ethnic Chinese firms invisibly because hampered by limited human resources, firms 
could not expand easily. 
Table 3.5: Restrictions of Governing Labour by Ethnic Chinese. 
Country jYear iRestrictions 
Indonesia |1957 ;•:• Chinese firms should appoint indigenous Indonesians as 
directors and to employ and train Indonesian labour, 
j 1958 i •：• Ministry of labour regulation prohibited the employment 
j of aliens without work permits. 
Malaysia ! • 50% of private industrial and commercial employment 
must consist of Malays. Only 2% of non-indigenous 
appointed to federal-government services from 1969-1972. 
The j 1961 i •:• Alien employees of retail stores were permitted to work 
Philippines j only through December 31, 1961. 
Thailand j 1956 | •:• Thai citizens were to constitute more than 50% of the 
employees of factories with more 10 persons on the 
payroll in 30 designated industries. 
Sources: Wu and Wu (1980); East Asia Analytical Unit (1995). ‘ 
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Other Discriminatory Treatment Against Ethnic Chinese 
Many regional governments not only imposed restrictions on ethnic Chinese, 
they also granted merits and special favours to the indigenous entrepreneurs (Table 
3.6). These included specials credits and funds, favourable quotas and foreign-
exchange allocation, etc. 
Table 3.6: Other Discriminatory Treatment Against Ethnic Chinese. 
^ ^ ^ ^ ^ ^ ^ ^ = 
mims^rn^^^.,, j - , "" :, ‘ . , • 
Indonesia |1950 ;•:• National banks were required to give special credit to 
indigenous Indonesian businessmen. 
11951 i • Payment of large deposits was required of foreign 
importers. More than 1 000 Chinese importers were 
forced to close. 
|June ! • According to the Instruction of the Presidium ofthe 
i 1967 I Cabinet, “capital that is acquired and accumulated within the territory of 
： i Indonesia, i.e., foreign domestic capital, is basically national wealth that is in 
i j the hands ofaliens [read Chinese] and should therefore be recruited, 
! i developed and utilized for the benefit of rehabilitation and development.” 
Such capital was not to be allowed to be transferred 
abroad. 
|1973-74 i+ Special credits were offered to small indigenous Indonesian 
businessmen. 
Malaysia ;•:• Discriminatory quotas favourable to Malays have been set 
administratively in issuing licenses for truck and taxi 
： drivers, operators of market stalls. 
i.:. Discretionary admission quotes are reserved for Malays in 
institutions ofhigher learning. 
The |1949-62 !•:• The amount of foreign-exchange allocation granted to 
Philippines | Chinese importers was reduced due to exchange controls 
in force. 
i 1956 i,> The National Marketing Corporation was organized to 
supply Filipino-owned retail stores at subsidized prices. 
fhaiian'd |Dec 1 •：• Remittance of Kinds to�iiina;asforSi(iSerL  
丨1951 
pan 1952\^ The annual cost of an alien registration card was raised to 
400 baht (US$ 20) a year from the previous level of 20 
I i baht (then US$ 8)，which was set in 1949. 
Sources: Wu and Wu (1980); East Asia Analytical Unit (1995). “ ~ " 
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Governments in these countries imposed restrictions and discriminatour 
treatments against ethnic Chinese businessmen. In fact, local antipathy andjealousy 
among the public indigenous people were even worse. Anti-Chinese violence were 
not uncommon in these countries，especially in Indonesia. For example, riots 
1 1 
happened in Medan，North Sumatra in April 1994 and turbulence happened in 
Jakarta and other important cities in May 1998 (South China Moming Post 15th 
May, 1998). Mostly, these riots were happened and triggered by other causes like the 
outcry of uneven and inequitable distribution of wealth but in each riots, ethnic 
Chinese were the main attacked target of physical abuses and assets loss. 
From above, it is easy to imagine that Chinese entrepreneurs and 
businessmen in these countries were conducting their businesses in hostile 
environments. They faced different kinds of difficulties, obstacles and pressure from 
the governments and hostile indigenous people. However, they were neither 
bounded by these constraints, nor lost their competitive power in the market. On the 
contrary, their business have developed prosperously not only in their domicile 
countries, but expanding along the Pacific Rim. Some even occupied important 
positions in the league of international business corporations. 
The reasons for the economic pre-eminence of ethnic Chinese business in the 
region cannot be explained by a single factor, but varied and numerous. The factors 
underpinning their success include supports from families, formal and informal 
organizations such as the mutual help societies, extensive guanxi networks which 
enable entrepreneurs to minimize transactions costs, to raise capital and to share 
information. Not surprisingly, these factors are the basic traits of Chinese culture. 
12 • 
Medan is the fourth largest city in Lidonesia which is an important industrial and regional centre. 
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CHINESE CULTURE AND CAPITALISM 
Culture does matter in explaining the economic success of the ethnic Chinese 
in Southeast A s i a . " "[I]t (culture) is a determinant of economic behaviour, but it is 
by no means the sole determinant and may not be the prime determinant of the 
results of that behaviour. The critical point is that it deserves a place" (Goldberg 
1985:238). The literatures in studying Chinese culture and their successful business 
are well built recently. 
It began with the Weberian theme that entrepreneurial class was the soul in 
capitalist development and moral charter was the soul of entrepreneurial class. 
However, Chinese culture to Weber was not as advanced as Protestant ethics but an 
obstacle for Chinese to develop their business/^ 
This followed with Kahn who is the first scholar studying the economic 
success of the ethnic Chinese businessmen systematically by asserting the value 
driven hypothesis:-post Confucian hypothesis and argued that:^^ 
Most readers of this book are familiar with the argument of Max Weber that the 
Protestant ethics was extremely useful in promoting the rise and spread of 
modernization. Most readers, however, will be less familiar with the notion that 
has gradually emerged in the last two decades the societies based upon on the 
Confucian ethic may in many ways be superior to the West in the pursuing of 
industrialization, affluence and modernization (1979:121). 
13 By using the cultural factor to explain the success of ethnic Chinese is a paradox. The problem is 
that State Confucianism under mandarin control effectively hampered commercial enterprises by 
keeping merchants down. There was never any recognition that economic development was of value 
to China, that the state could promote such growth and that therefore entrepreneurship was a valuable 
quality. Outside China, was a pluralistic world of many competing interests which rewarded those 
who learned how to manoeurve in it. Here the Chinese merchants had many of the right cultural 
ingredients to allow them to build business empires which even helped to develop and enrich their 
host countries. As a result, it is still very controversial to say whether or not cultural factor is good 
enough to explain the success of the ethnic Chinese. 
14 Details please see Weber, M. (1951) The Religion of China, New York: The Free Press; (1966) 
The Sociology ofReligion, London: Social Science Paperbacks and (1904) (1958) The Protestant 
ethic and the spirit of capitalism, translated by Talcott Parsons; with a foreword by R.H. Tawney, 
New York: Charles Scribner's Sons. 
Kahn proposed that the success of organizations in Japan and four little dragons was due to an 
upbringing in the Confucian tradition. 
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In the 1980's the quantity and quality of studying in this field was 
progressively increased. The traditional cultural traits of ethnic Chinese were highly 
endorsed by scholars and specialists as the main factor contributed to their business 
success (Berger 1988; Clegg and Redding 1990; Hamilton 1991; Hamilton and Kao 
1992; Jesudason 1989, Kahn 1980; Kotkin 1993; Kao 1993; Kraar 1994; Mackie 
1992; Redding 1990; Seagrave 1995; Tracy, Yip and Tracy 1996; Wong 1988; Wu 
andWul980). 
Berger (1988) sustained Kahn's idea and argued that the economic success of 
ethnic Chinese is related to the distinctive culture such as strong achievement-
oriented work ethics; a highly developed spirit of collective solidarity which are both 
within the family and in other groupings beyond the family; the enormous prestige of 
education with the concomitant motivation to education for one's children, etc. As 
he further explained that ethnic Chinese have been shaped by Chinese culture and 
Chinese social institutions “which is pragmatic, flexible, adaptive, dynamic and 
evolutionary" (Berger 1988: 9). And these elements may help them in Southeast 
Asia dominating the economic activities among the other natives and developing 
their spirit of modem Chinese capitalism. 
Another major contributor Redding in his Spirit of Chinese capitalism (1990) 
also tightly held on the role of cultural factor in shaping the capitalism. He 
particularly emphasized on how the traditional Chinese cultural traits such as 
familism and kinship affects the management and organization ofa firm. 
Over the years, the discussions have become much detailed and clear, more 
and more new elements of Chineseness are adding to the Chinese capitalism or 
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“Hmshang wenhua''}^ However, what are the roots of Chinese culture and what 
are the spirits of the Chinese capitalism? The answer, probably can be found in the 
beliefand faith of the Confucian value system. 
Confucian Value System 
The business culture of the Chinese is the aggregate of the shared beliefs of 
the entrepreneurs in the economic system. These shared beliefs are based on 
Confucianism which is an ideal ethical-moral system that codified the ties of 
individual, family and society in a harmonious unity. ^^  It defines a person's proper 
place and positions as well as the social order under the Confucian teachings and can 
be summarized as follows. The stability of society is based on the "wu lun” (five 
basic relationships) which asserts that there are unequal relationships between 
people. These relationships are embedded on mutual and complementary obligations 
that the inferior/junior partner owes the superior/senior respect and obedience, at the 
same time, the later gives the former partner protection and consideration. Within 
these is the crucial stabilizing feature-filial piety^^. 
If it is established, other relationships begin to fall naturally into their 
important but secondary places, for instance that of husband and wife, that between 
brothers, between master and servant, etc. It is always in the family context that the 
cardinal lessons are leamed, and where the sense of gentlemanly conduct is 
^^  suggested by Wang, G. W. (1991) 
17 For more than 2,000 years, Chinese society has stressed the importance of Confucianism that 
proposed by the great philosopher Kong Fu Zi (551-479 B.C) From the Han dynasty onward, 
Confucianism became what can be called institutional Confucianism as a result of the mutual 
penetration of the cultural system and the political structure. 
18 Several books suggest the importance of filial piety in ancient China. Two typical examples are the 
Twenty-Four Examples of Filial Piety and School for Women. 
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inculcated. 
Moreover, the basic unit of building a stability society in Confucian ideas is 
family. Its role is equal to the prototype of all social organizations that a person is 
not primarily an individual but he or she is a member of a family. Children should 
learn to restrain themselves and to respect others. Others virtues in life consist of 
trying to acquire skills and education, working hard, not spending more than 
necessary and being patient are also leamed in the family education. 
This conduct centers on two crucial virtues which lie at the heart of Chinese 
character building,7^w and li. Jen, often translated as "human-heartedness," has been 
described informatively by Carmody and Carmody in the following terms: 
The ideogram for jen represented a human being: jen is humanness ~ what 
makes us human. We are not fully human simply by receiving life in a human 
form. Rather, our humanity depends upon community, human reciprocity. Jen 
pointed in that direction. It connected with the Confucian golden rule of not doing 
to others what you would not want them to do to you. Against individualism, it 
implied that people have to live together hopefully, even lovingly. People have to 
cultivate their instinctive benevolence, their instinctive ability to put themselves in 
another's shoes. That cultivation was the primary education task of Confucius and 
Mencius (Carmody and Carmody 1983: 135, cited in Redding 1990). 
Li in English would be translated as good manners, courtesy or gentlemanly 
conduct. It is a set of ethic for a person to do the appropriate activities at any time 
and a set of rituals to cultivate all the rules into action. In a sense it tums utterly 
visionary ethics jen into sophisticated action. Moreover, li is also the lubricating 
agent for people to reduce frictions and disputes since individuals do what they 
should do in a proper manner. As a result, without li, the society cannot attain the 
harmonious environment. 
Harmony furthermore can also be found in the maintenance of an individual's 
"face" (mianzi), meaning one's dignity, self-respect, and prestige. The use of the 
commonly used word “face,，in this sense was actually derived from the Chinese. 
57 
Social relations should be conducted in such a way that everybody's face is 
maintained. Paying respect to someone else is called "giving face" {liou mianzi) and 
ifyou respect somebody, relationships to a certain extent can be harmonized. 
Therefore, Confucianism is not a religion but a set of ethics and conduct for 
people daily life. It intends to guide the relationships between human beings and re-
inforces the hierarchical relationships within the society and the family. As China's 
domination ideology for nearly two thousand years, Confucianism has exercised 
paramount influence over every aspect of Chinese life and culture/^ 
Confucianism and Ethnic Chinese Entrepreneurs 
Most of the ethnic Chinese conduct business under imperfect environments 
as pointed out previously, their success strongly depend on the extra-ordinary 
abilities and outstanding leadership in order to overcome such difficulties. What 
supports their strong faith probably is Confucian ethics because these are the virtues 
embedded into day-to-day behaviour. 
The virtues of Confucian ethics create "dedicated, motivated, responsible and 
educated individuals and the enhanced sense of commitment, organizational identity 
and loyalty to various institutions" (Kahn 1979: 128) which are the essential 
characteristics that entrepreneurs should contain. Moreover, they are also the basic 
social principle of family, class, social networks and ethnicity which further guide 
action, particularly on everyday life in the business context such as work ethic, 
money-mindedness and frugality, and pragmatism (Berger, P. 1988; Mackie 1992; 
19 Despite Confucianism, Chinese culture should also comprise Buddhism and Taoism although both 
of them occupy less important seats in the social, economic and political sectors. Buddhism is the 
philosophy about the harmony relationships of all nature's elements; Taoism is the rhythms ofnature 
which particular concentrates on the fundamental dualities-_y/« andyang. 
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Redding 1990, 1996; Wu and Wu 1980). 
The argument is strongly supported by the research done by Kao in 1993^ .^ 
The result shows that the major moral principles noticed by most of the ethnic 
Chinese businessmen he interviewed are as follows: 
a) Family members are the only people that you trust and the business you 
formed is created as a familial life mft. 
b) Obedience to patriarchal authority is essential to maintaining coherence 
and direction of the enterprise. 
c) Investment must be based on kinship or clan affiliations. 
In a nutshell, ethnic Chinese entrepreneurs outside socialist China, to a large 
extent have influenced by Confucian ethics. They use these embedded daily life 
values to overcome the political and social turmoil. Moreover, their business are 
operated in the form of family business with a stable vertical order, strong norm of 
trust and network building. These cultural traits would be explained in the following 
sections. 
2° In his study, he surveyed or interviewed more than 150 entrepreneurs. 
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ETHNIC CHINESE BUSINESS CULTURE 
Strong kinship ties and territorial affiliations are the typical characteristics of 
an ethnic Chinese family-based firm which provide flexibility, innovativeness, and 
possesses the knowledge to span political boundaries, as well as the ability to bypass 
bureaucratic restrictions and transcend sovereign states. 
The Concept of Family 
Family is the prime institution in Chinese societies. From the Confucian 
ideals, family acts as a central tenet, is well embedded in the minds ofmost Chinese. 
It works on two sets ofregulations which are known as an order of ranking {wu-lun) 
and trinity of the universe (san kang). The first code of ethic consolidates the 
hierarchical distinction between generations. In details, for instance in the country 
level, the mler is superior than ruled; in the family, father, elder brothers, male are 
superior than mother, younger brothers and female respectively. Moreover, the 
duties ofthe subordinate in these relationships are to show their respects and loyalty 
while the duties of superior are to give proper moral example and to act as the status 
required. "San kang,, or trinity of the universe also underpins the domination and 
• 21 
rights of governance of male. These two vital regulations show the importance of 
patriarchal order and give man a high position in the cosmic order that cast the basic 
pattem of the family oriented firms (Redding 1990; Fei 1992). 
The familism ideal also consists of continuing the ancestral cult by 
worshipping ancestors, by paying respect to living parents, and by giving birth to 
progeny. Traditionally, to every Chinese, filial piety embraces obligations toward 
21 
San kang consists of man, heaven, and earth. 
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one's ancestors and descendants equally as strong as the obligation to honour one's 
parent. These form the basic ideas of familism and the guidelines of family-oriented 
business ventures. 
Family and Ethnic Chinese Business 
Family in ethnic Chinese societies is closely tied into business activities (Fei 
1985, 1992; Goldberg 1985; Lim and Gosling 1983; Lau 1982; Lau and Kuan 1988; 
Wang 1981，1990, 1991a, 1991b; Wang and Cushman 1988; Wong 1985, 1988a, 
1988b). It is also an efficient and effective instrument to overcome the rudimentary 
and rancorous business environments. 
The role offamily started when Chinese began migrating to other countries. 
It was clear that each single migrant, whether across the Pacific Ocean or across the 
South China Sea, could not have started in business without some degree of family 
backing such as belonging to a family or adopted a family business network. From 
all accounts down to the twentieth century, all successful ethnic Chinese merchants, 
whether originally from a merchant family or not, often started by working for a 
relative who had a business (Wang 1990a, 1990b). 
Family was not only vital to the ethnic Chinese in the early history of 
migration because it was "a major form of Chinese business organization [which] 
was not restricted to a particular locale or a special line of economic endeavour" 
(Wong 1983:60). Family-oriented firms were also important in overwhelming the 
difficulties in doing business in Southeast Asia. Since most of the ethnic Chinese 
firms are small in scale, their business consociates are often their kinsmen and 
relatives such as cousins and uncles living abroad (Leeming 1977). The contacts 
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between close particularistic ties could help them in collecting capital and exchange 
information which are important in doing business especially under such imperfect 
environment. Thus, business dealings of ethnic Chinese are normally based on 
family and clan affiliation. 
Characteristics of Family-oriented Firms 
The most prevalent images of ethnic Chinese family-oriented firms are small 
in scale with limited amount of capital, in fact there are other characteristics which 
help them to conduct business. The typical attributes are nepotism, paternalism and 
family ownership. (Wong 1985; Goldberg 1985; Redding 1990). Since most ofthe 
ethnic Chinese families are dominated by "the authority of the father-entrepreneurs" 
pattem that the father or the eldest son has extra-ordinary power in the family, so as 
the family-oriented firms. Hence other family members would naturally become the 
loyal and obedient workers of the firm. This forms a vertical hierarchy or 
cooperation between the superior and the inferior. Nowadays many of the ethnic 
Chinese businesses still maintain the family-oriented structure, including a 
patriarchal style of top-level management in which individual members of the 
controlling family still play a key role. In Akira's report (1989) on Thailand and 
Peng's (1989) study on Taiwan show similar results that most of the Chinese 
industrial groups are owned and operated by a single family. 
Moreover, the expansion of firms can be divided into three main phases 
(Wong 1985). First is the emergent phase which is unstable because of the 
insufficient capital for sole ownership at the beginning of setting up the firm; then is 
a period of centralization and vigorous growth of the firm, the majority of money 
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come under the ownership of a single entrepreneur and family enterprise expands 
quickly. Next is a segmented or transitional phase that the responsibility ofthe firm 
is transferred to a younger leader among the same generation. During this process, 
friction builds up among competing brothers. The third phase is followed by the 
disintegration of the company (Wong 1985). 
The above development process is also the main weakness that restricts the 
expansion and life span of the firms to some scholars. Amyot argued that the family 
structure restricts the growth of firms both in scale and life span because of their 
conservative attitudes together with simple managerial skills. Besides, the patrilineal 
inheritance system also pushes the ethnic Chinese enterprises into the common fate-
-the disintegration of the family firms, just like one old Chinese wisdom says, "the 
family oriented enterprises seldom last beyond three generations". Thus, most ofthe 
Chinese family firms are small in scale with simple managerial structures which 
restrict their competitive advantages in the modem economic world (Table 3.7). 
In a nutshell, family is the vital unit for ethnic Chinese both in their life and 
business (Yang 1945, Redding 1990, Wang 1990). Chinese are perceived to exist 
only in terms of their immediate family networks, and/or by extension that society is 
seen as comprising not individuals but families. Moreover, family is the source of 
capital, the source of cheap labour and the source of brain. Furthermore, the notion 
of what a family extends beyond its members to encompass its property, its 
reputation, its internal traditions. Redding concluded that "[t]he ethnic Chinese have 
developed one particular form of organization-the family business-and kept it...It 
remains in essence a family fortress, and at the same time an instrument for the 
accumulation of wealth by a very specific set of people�Much of its effectiveness 
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derives from intense managerial dedication, much of its efficiency from creating a 
work environment which matches the expectations of employees from the same 
cultural artifact" (1990: 3). Obviously, all of these themes offamily surround most 
ofthe ethnic Chinese and lead them to the road of success. 
Table 3.7: Strengths and weaknesses of the Chinese family business form of 
organization 
^ ^ ^ _ _ _ 觀 議 : : : : ; , . : , ； : : : . , ； 
Vertical ; ^ Identity with goals ofboss and i ^ Danger of factions and cliques lower 
Cooperation j organization 1 down 
； 
i ^ Compliance by subordinates via work | ^ Lack of innovation and initiative 
i diligence and perservance j from below  ...^   
1 ^ Long-lasting and stable key j ^ Limitations as to how far legitimate 
i relationships authority stretches 
Horizontal ： ^ Low transaction costs in economic j ^ Limited field for cooperative 
Cooperation j exchanges | relations, therefore tendency to small 
[ 丨 scale 
I ^ Reliability of networks and linkages 1 ^ Mistrust and urge to control iead to 
i . j capital starvation 
i ^ Maneuverability of linkages j ^ Tecimicai limitations caused by scaie 
j i restrictions 
Control 1 ^ Intensity of managerial commitment j ^ Lack of neutrality and 
i ： professionalism 
i ^ Reliability of managerial | ^ Goai displacement possibie when 
commitment control is unclear  ^  
I ^ Cost efficiency by reducing i ^ Coordination problems due to lack of 
bureaucratic control focus 
Adaptiveness | 1 Strategic flexibility I ^ Sai^G.S^^iin^iSicSS ^i^bi^i^^iG.••••"•• 
i j leaps 
Li^"$P^@.4l^^^??>? [ . ? Possible ciiSactiiii (iJogai^Sitioii . 
I ^ Personal vision can be j ^ Lack ofcreative tension and debate 
i operationalized | on strategic issues 
Source: adapted from Goldberg (1985) p.207. 
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Kin Groups and Association 
Kinship and associations are the significant attributes both in China and 
ethnic Chinese societies following family. Kinsmen {qin ren) networks and 
associations are effective to establish and to maintain relationship among each other 
because they are fairly stable and comprehensible to all members of society, that 
why many commercial transactions could take place within the kin's groups. 
Moreover, owing to their blood relationship and deep sentiment, plus the anti-
Chinese in the domicile Southeast Asian countries. They formed many mutual help 
associations to help the newcomers. As a result, kinship system as well as 
associations are the institutions for them to overcome the alien environments. It 
would verify through Wolfs study “a man not thoroughly imbedded in a network of 
kinship cannot be completely trusted because he cannot be dealt with in the normal 
way—Money has no past, no future, and no obligations. Relatives do ” (1968: 23). 
Types ofKin's Groups and Association 
Generally speaking, associations that formed by ethnic Chinese in Southeast 
Asia can be divided into two main groups: mutual help associations and commercial 
chambers. The former organizations are founded which mainly based on kinship or 
identified by a surname; origin in China as well as perpetuating a dialect and 
subdialects. The latter are established in the form of trade coalitions, craft and 
occupations that organized along a particular economic sector (Table 3.8.). 
From above, it is easy to guess that each type of associations will have its 
own characteristics. Kinship, clan or sumame associations bring groups of Chinese 
with a common sumame together but it does not imply a common ancestry. While 
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associations of the same origin {tongxianghui) in China convene Chinese from the 
same ancestral village or province in China. Often members will also have the same 
surname. In Southeast Asia，most of the ethnic Chinese came from two southern 
provinces in China, that is Fujian and Guangdong (Table 3.9). Thus, this kind of 
associations is particularly popular in the region. 
Table 3.8: Different Types of Associations in Southeast Asia 
_ jOrganizingPrinciple | Exan,ple 
l . Clan Associations 丨 Kinship by Sumame 丨 Gan Clan Association 
2. Locality Associations 丨 Eocaiitq I An Hai Association 
m .^ J^jiaieci Associations 丨 Siaieci or Sub-Dialects 1 S o i S ^ i r X S i ^ i J i i  
4. Guiid"s 丨 i5raiS [-¾(¾^^ !^^ ¾¾ ¾^^&(^¾!^  
Dialect associations have a relatively broad membership, covering a 
common prominent and active ethnic Chinese association in Southeast Asia 
nowadays. The largest group in Southeast Asia is Hokkien dialect (Table 3.10). 
Broadly, Hokkien can be divided into two very distinct and mutually unintelligible 
subgroupings, northern Hokkien {Minbei) and southern Hokkien {Minnan). But all 
of the Hokkien speakers are ancestrally from China's Fujian province. 
Table 3.9: Provincial Origins ofEthnic Chinese (1991) 
Country | Number of Ethnic j Fijian (per cent) j Guangdong (per cent) 
j Chinese (million) j  
Hong Kong f ^ \ T o | 93.2 
Ta[waj i [ 2 0 " 3 f 7 7 f i 3  
Singapore ！ Z7 ['40 f42  
Maiaysia |5^8 [30 \"59  
T h a i i ^ [5"8 [10 f'78  
Indonesia \ 7 2 T'55 j"45  
Philippines [o"9 [ 'M 「预  
Vietnam fo"? j8 厂8�  
Source: adapted from East Asia Analytical Unit (1995) p.23. “ ‘ 
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Table 3.10: Distribution of Ethnic Chinese in Southeast Asia by Country and 
Ancestral Dialect Group (by per cent) 
：'"：二:': :;了'':^0^_::顿«>^3魄狗0峰;^!;--^«'鋼:薩__»®^^ 
： ： ： ： I  ‘‘ f ••"• • :"•:"”，.• ‘ l： -" - ‘ '^‘ "'-'f- - " -.- ：--- -'- -/ ： |- Vr.：“‘"--.;j ；7y/-"^ -y-:pi'i>/K'^ M^ 0^mm 
Thailand I 7.0 I 7.0 I 56.0 1 16.0 i 12.0 j 2.0 
Malaysia | 31.7 | 21.7 I 12.1 I 21.8 I 5.3 j 7.4 
••••"•； t ••!• •“•••；•••••_•••_•••••••• ••••_•“ 
Singapore j 40.0 | 18.0 i 23.0 丨 9.0 丨 7.0 1 3.0 
•…：•…•:………••••“ T""r'i" —'———-r •.•••••.••••••••••••— .••.••.•••••••••.••••；> •••••••••••.；• •••••.•;••••• 
Indonesia 丨 50.0 丨 11.5 丨 7.5 丨 16.5 丨— 丨 14.5 
••••:•:••:•:••• : t ••“ .....^ ^^ .-...^—-—^；-^ -^ ..............^ .^ .^....,.,.；.^ ,^ ,....,.,..^ ... ‘“•.“••••••“_•••••••••• Phihppmes i 85.0 i 15.0 | - i - i - i -
'""•"； t""J i- i- i- i> 4  
Vietnam i 6.0 丨 56.6 丨 34.0 丨 1.5 丨 2.0 i — 
•…二 '"• + """ t ；• t i- ^  
Combodia 丨 2.0 丨 10.0 i 77.0 丨 3.0 | 8.0 ! -
T r i- ; . ； Laos i -- i 15.0 j 70.0 i -- j 10.0 ! 5.0  
f «••_•••••••• h . . _ . . " . . " . 5 > " " _ " " , _ " . " ''''•'''i.-'-'''---'^>^.^^^^^ 
Myanmar 丨 30.0 j 20.0 丨-- [ ~ i - j 50.0 
Source: adapted from East Asia Analytical Unit (1995) p.25. 
Functions of the Kin's Groups and Associations 
Business organization built on the basis of kinship and characterized 
commercial development among overseas Chinese living in both mral and urban 
areas in Southeast Asia with its functions in assembly capital and provision of social 
security should not be neglected (Wu and Wu 1980; Wu 1982; Lim 1983; Gosling 
1983; Berger 1989; Hamilton 1989; Redding 1990). Historically, the functions of 
clan associations extended their activities beyond Southeast Asia to their home 
villages or provinces, even to China as a whole. They remitted huge sum of money 
before and after the outbreak of the eight years war, they not only sent money to 
their hometown, but financially supported the Chinese government against Japanese 
invasion and latter Communist Party against KMT. 
The ethnic Chinese in Pacific Rim have particular access to credits and 
capital because they could raise money and loans through family and kin groups 
which would then strengthen their competition against business rivals. Moreover, 
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dialect group monopolies of particular occupations and sectors of business offer a 
natural and historical niche among those who speak the same language. Thus, in a 
nutshell, kin groups and associations are used by Chinese migrants to forge networks 
of information, credit, market outlets and social security, and business contacts 
which serve them well in establishing their own business, particularly in trade in 
Southeast Asia. 
This unique business culture allows them to form a powerful economic force 
in the region and further transcending across national boundaries. As a result, 
kinship and associational commercial ties provide a strong base and a vital step for 
economic development and rationalization in the region. 
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Network, Trust and Guanxi 
Networking is a strategy which ethnic Chinese especially liken in dealing 
with unfamiliar environments or overcoming the difficult circumstances of legal and 
political uncertainty in business transactions. Moreover, it is also a tactic for 
spreading business risk, for diversifying out of one single economy and in accessing 
to market information as well as in pooling resources in order to exploit the 
economies of scale. 
The Cultural Trait ofNetworks Among Ethnic Chinese 
In contrast to the organizational mode of association characteristic of the 
West, Chinese people create their society by the logic of “differential mode of 
association,,(c/za xu geju). As Fei Xiaotong pointed out: 
The Chinese pattem of social organization is like the circles that appear on the 
surface of a lake when a rock is thrown into it. Everyone stands at the centre of the 
circle produced by his or her own social influence. Everyone's circles are 
interrelated. One touches different circles at different times and places (Fei, 1992: 
28). 
A circle ofan individual is interlinked with different people at one time or in 
different periods of time. This is the base of networking, as Fei further explained: 
Our social relationships spread out gradually, individual by individual, resulting in 
an accumulation of personal connections. These social relationships form a 
network composed of each individual's personal connections. Therefore our social 
morality make sense only in terms of these personal connections (Fei 1992: 35-6). 
The traditional cultural trait influences the way of conducting business 
among ethnic Chinese, it also provides an outlet for them to handle and overcome 
the uncertainty in their domiciles. As ethnic Chinese businessmen are the minority 
group in most of Southeast Asian countries, they need to co-operate or link 
i j 
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themselves up through networks. This is because they have been so heavily 
involved in commercial activities across wide distances, and their preferences for 
personal contacts and trust as the basis for business dealings has been strongly 
grounded in their cultural and value system (Berger 1988; Hamilton 1988, 1996; 
Kao，J. 1993; Redding 1990; Suryadinata 1988, 1995) As a result, business 
networks in Southeast Asia, or even in Pacific Rim can be said as the most important 
organizational feature of Asian capitalist economies (Hamilton 1990). 
Emigrant Chinese entrepreneurs have been operating in a spider web-liked 
network forming the foundations for stronger and intensive links among business 
across national boundaries (Kao, J. 1993). The link may be based on family 
relationship, shared ancestral village or region in China, same surname, or possibly 
same school. One of the most enduring relationships among the wealthiest 
business entrepreneurs in Southeast Asia is between Indonesian's Liem Sioe Liong 
and Malaysia's Robert Kwok.^^ Kwok also has a deep and close relationship with 
fellow Malaysian Khoo Kay Peng and both Liem and Khoo have had business links 
1 ^  
with Indonesia's Mochtar Riady. These entrepreneurs are linked because they are 
Hokkien, and ancestrally, they are from northern part of Fujian Province, China. 
Khoo is a Hokkien, Liem and Kwok are Fuzhou Hokkien, and Riady is a Henghua, 
ancestrally from a prefecture which adjoins the Fuzhou area. Other networks are 
22 During the 1960s, Kuok and Liem set up a sugar planting and milling joint venture in Indonesia. 
Now they also have joint shipping and pahn oil interests. In 1994, Liem and Kuok planned to enter 
into a partnership with a prominent Indonesian businessman and an Indonesian armed forces (ABRI) 
foundation, whereby Liem's Indonesian sugar plantations and mills would be merged with Kuok's 
trading operations. The proposed entity is expected to invest more than US$1 billion in projects in 
south Sumatra. 
23 
Kuok and Khoo's business relationship first emerged in the 1970s. Both have served as directors 
of Malaysia's state-linked Bank Bumiputera. In 1980’ Kuok helped Khoo take control of Malayan 
United Manufacturing Bhd, and in 1991, Kuok helped Khoo retain control of his Malayan United 
Industries (MUI) Group in the face of a hostile takeover bid his MUI Bank to the Hong Leong Group 
in 1993，he has acquired a stake in a number of companies controlled by the Kuok family. 
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also formed under the similar locality such as rubber tycoons like Tan Kah Kee，Tan 
Lark Sye and Lee Kong Chian were all from Tung Ann district in China (Tong and 
Yong 1998). 
These business corporations and personal linkages among Southeast Asia's 
top ethnic Chinese businessmen show clearly that the purpose of building networks 
is to avoid competing against each other, and instead, they prefer to reap the benefits 
of combined market by accommodating each other informally. Besides, Omohundro 
(1983) found that the more the ethnic Chinese businessmen engage in the networks 
or social connections, the more success they will be. Thus, other ethnic Chinese 
businessmen must try their best and do contribute to the maintenance of these 
institutions in order to enhance business contacts, local reputations and co-operation 
among themselves. These institutions in tum become important on bearings their 
business and management practices. 
Trust 
Ensuring the functions and organizations of networking, trust should not be 
neglected because it is the element to consolidate the relationship. Owing to the 
distrust ofthe indigenous and uncertainty in the hostile environment, stemming from 
unreliable legal, political, commercial and other institutions, ethnic Chinese 
businessmen will find their ethnic group much trust worthy and reliable. 
Trustworthiness or good-will refers to an individuals or a firm's reputation, 
reliability, credit rating. In Chinese, trust is xinyong which means not only 
trustworthiness but also comprises the usefulness of tmst. Thus, to a certain extent, 
xinyong to an ethnic Chinese entrepreneur or businessman is credit rating. 
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In the business transactions among ethnic Chinese entrepreneurs, their 
business trust, as found in traditional China, is personal and particularistic in nature. 
Trust relations can be classified into two: strong ties and weak ties. Particularistic 
ties such as family relations, kinship and other kinds of affiliation can be viewed as 
strong ties since they are rooted in the "community of blood"(Weber 1951: 237)^^. 
While clan associations, informal groups and associations, can be regarded as weak 
ties as they built on "superior community of faith" (Weber 1966: 235产. 
Without doubt, trust is the fundamental factor for smooth network 
functioning. Ethnic Chinese business community is based on trust in order to gain 
confidence from others and they believe that trust can be replaced or substituted for 
written contracts. Gosling's study of ethnic Chinese crop dealers in Southeast Asia 
from (1983) showed that the ethnic Chinese businessmen deals with others requires 
no collateral but based on the credit transaction and in terms of long-term intimate 
personal knowledge and tmst, requires no reading or signing of documents，and thus 
offers flexible repayment schedules. 
Ethnic Chinese entrepreneurs rely heavily on mutual reputations for trust 
26 
worthiness . Most of them prefer to deal with people whom they have established 
24 Weber, M. (1951) The Religion ofChina, New York: The Free Press. 
Weber, M. (1966) The Sociology of Religion. London: Social Science Paperbacks. 
In an analysis of the working of trust, Partha Dasgupta has offered seven propositions: 
1. There has to be suitable punishment for breaking agreements before people will enter 
transactions. 
2. The enforcement agency itself must be trustworthy; that is, it must do what it says and only what 
it says (this may be society at large, using, for example, social ostracism). 
3. Trust between persons and agencies is interconnected. If you lose trust in the system, your trust 
in its members is weakened. 
4. The other person's promise must be credible, that is, you must believe that he will choose to 
fulfill it. 
5. Entering an agreement includes understanding the other person's perspective when he is 
fulfilling his part. 
6. Trust can be seen as a commodity, like information or knowledge, in that it has value or worth 
which cannot easily be quantified. 
7. Trust is an expectation about the actions of other people, bearing on one's own field, but before 
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interpersonal relationship, or at least have some familiarity and a certain assurance of 
dependability. Thus, they seldom trade with strangers, that is someone who are not 
in the familiar networks. This is because there is insufficient information about the 
strangers and making a deal with a person whom they do not trust involves 
substantial risks. De Glopper (1972) examined that no one deals with strangers in 
Lukang Taiwan, thus business relations are, in certain extent, equals to personal 
relations. 
In a nutshell, owing to the insufficiency or absence of legal and political trust 
in the business world, the ethnic Chinese "feelings of alienation" will result in 
"retreat[ing] into smaller worlds of purely local importance..." (Luhmann 1988: 103-
4). As a consequence, they would co-operate among themselves and deal with the 
person whom they can trust with their preference for informal agreements rather than 
formal black and white contracts, and "businessmen would not sign a contract 
without personal trust. A contract without the existence of trust is merely a piece of 
paper" (Kao 1991: 69). Thus, trust is the most important thing in business, a firm's 
most valuable asset. It's importance can be seen through De Glopper study in 
Lukang, as he concluded that "people say that to start a business one needs capital, 
but capital is not enough. One most have xinyong and to have set ofpeople, such as 
the other members of one's trade" (1972: 304). 
Guanxi 
Guanxi always regarded as a unique element in Chinese social order (Weber 
the other's action can be monitored, (adopted from Redding, 1996:319-320) 
Details can be seen in Partha Dasgupta, "Trust as a Commodity," in Gambetta, Trust: Making and 
Breaking Cooperative Relations, pp. 49-72. 
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1968; Redding 1990; Fei 1992). However, its uniqueness not only found in China 
but also in the ethnic Chinese communities. To cope with the antagonistic 
environment in the region, ethnic Chinese entrepreneurs used networks and trust to 
smooth the operations of their business and expand the living atmosphere. Among 
these, they should use guawci to tie each other together. 
Guanxi is a process of giving and taking of objects, favours, obligations, 
debts, responsibilities and loyalties. Specifically if a person is engaged in 
reciprocity, he/she will expect to receive something in retum after giving. Its 
importance will become more and more manifesting because mutual exchange is a 
useful tactic in the business world, especially for ethnic Chinese under an imperfect 
competitive environment. They will use good personal and business relationships to 
overcome the formidable institutional barriers in less than familiar countries. As 
Wong (1988: 109) argued that "particularistic ties and multiplex relationships are 
likely to figure prominently in situations of imperfect competition". 
To ethnic Chinese businessmen and entrepreneurs, they would also 
understand the advantageous of relying on particularistic ties in their local and 
overseas business activities on the one hand, but on the other hand, they would eager 
to cultivate guanxi with others. Thus, they would neither restrict by kinship nor by 
the family. The personal networks of these entrepreneurs and businessmen can be 
very extensive. 
The ethnic Chinese have developed a unique transnational economy based 
largely on a personal sense of responsibility and obligation. Their economic 
transactions are not only motivated by simple profit-making, but also embedded in 
social relations. Thus, guanxi certainly is a cultural concept for ethnic Chinese to 
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Stretch out their economic sphere against ongoing uncertainties. 
It is clearly that the organizational basis of networks, tmst and guanxi enables 
the ethnic Chinese to do better in economic sector than the indigenous in Southeast 
Asia. These cultural traits empower this ethnic group in greater access to resources 
like information, business capital, raw materials, labour, and ability in overcoming 
different business practices in a variety of environment. 
To summarize, what is now termed as “rationalistic Confucianism", or 
"rationalistic traditionalism" (King 1996: 267) is a continuous process ofconsciously 
cognitive selection. By this, traditions are not essentially treasured effectively for 
their intrinsic advantage but are selectively preserved their extrinsic usefulness in 
pursuing economic goals. King concluded that "Confucian social-cultural beliefs 
and values have found new and more dynamic expressions in non-Confucian 
institutional settings" and "these beliefs and values...can be effectively utilized as 
resources for modernizing purposes. That Confucianism contains the seeds of a 
transformative capacity which is amply manifested in the newly emerging 
rationalistic traditionalism of the post-Confucian era" (King, 1996: 276). 
These rationalistic traditionalism is a general culture in many East Asian 
societies which influences the capitalism of ethnic Chinese continuously in their 
domiciles. It further allows them to overcome the institutional barriers and 
restrictive policies, and their own personal psyche of fear and insecurity. The support 
from family and kinsmen, trust mechanism and guanxi networks contributes 
significantly to their organizational capabilities, core competencies and competitive 
advantages (Table 3.11). 
75 
Table 3.11: Summary ofMajor Chinese Cultural Traits in Business Activities 
1 ^ ^ 、 ’’::'：::'; 紙丨!^ :德麵麵_:等為‘々 /;'>':,, ":、.（. , ； , :__ 
Familism j i^the basic economic and social unit instead of an individual. 
1 Sunder the idea of wu-lun and san kang, ensures the functions of 
1 business in the families smoothly in all aspects, results in strong 
1 employee loyalty. 
V  
I ^family is the source of cheap labour and capital. 
1 ^ three aspects: nepotism, paternalism and family ownership 
1 influence the operation of an family-oriented firm. 
I ^each family member is expected to bring honour to the family, 
j ^provides comfort and warmth for the aged and young people, 
i ^the major area of socialization for children. 
•^••.••••.•••.•••••••.•.••••••••.^••••••.•.•••.•••••.•.•.•.•••.•.••.•••••.•.•.•••••••.••鲁_,傘翻章_攀_藝鲁爆畚鲁秦_鲁攀攀攀華攀_鲁_暑_攀_攀暑暑_參參鲁鲁働參_拳攀_鲁_參畚_蠢_鲁_攀_等_番_參_着嶋 
j ^respect for vertical authority and have obligations to ancestors 
1 and future generation. 
Kinship j 4>effective in establishing and maintaining relationship among 
i each other. 
I"  
i &access to credits and capital through kinsmen. 
1 ^ source of information, market outlets and security, and business 
I contacts. 
N e t w o r k s 丨 S i i i ^ r e n t i a f m o d e o f ^ s o c i a t i o n "  
I ^a set of relationships that pervades the corporate landscape and 
i binds many small firms. 
1 ^ great contribution in money raising and information exchange, 
i ^avoid competing against each other, and reap the benefits oif 
i combined market by accommodate each other informally. 
i ^an informal institutions for enhancing business contacts, local 
i reputations and co-operation. 
Trust i &an obligation to loyal to their friends. 
j ^rely heavily on mutual reputation for trustworthiness.  
i ^a mean to gain confidence of others.  
I ^an alternative for replacing or substitute for contracts in black 
j and white and base the business on integrity and credibility. 
Guanxi | ^source of information, business connections, raw materials, low 
i labour costs, and different business practices in a variety of 
i environment. 
1 ^ a process of giving and taking of favours and obligations, 
j ^neither restricted by kinship nor by family, 
i ^a kind of mutual exchange . 
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ETHNIC CHINESE HOMEWARD INVESTMENT 
Ethnic Chinese are under the constant threat of being uprooted and/or 
discriminated by the indigenous in Malaysia, the Philippines and Thailand, and in 
the extreme of facing physical violence like what has just been happened in 
Indonesia. This threat, when combined with their desire for their greater security of 
their succeeding generations, the employment of their extraordinary business ties to 
transcend international boundaries, to establish in better business environment, and 
to yield more profits by investing their capital beyond the national borders of their 
domicile countries. Thus, increased business know-how and expanding connections 
of ethnic Chinese businessmen provide the sufficiency conditions for transnational 
capital flows in the Pacific Rim, while fear at the same time provides the necessary 
conditions (Goldberg 1985). That is to say fear and discrimination push them to 
look around the Pacific Rim for more investment opportunities, while the complex 
web of family, friends, and business linkages will pull their investments toward any 
city, region or country where they consider "homely and friendly". These two forces 
guide them to invest in China, especially after 1978 when China changes its 
development strategy to open to the world. 
Ethnic Chinese have left their motherland, struggled and toiled in a foreign 
country under an antagonistic and hostile environment for a long time while 
nowadays, many of them have become successful and are capable to invest heavily 
in their hometowns. They are now the largest source of foreign direct investment 
(FDI) that makes up a prosperous inflow of capital to China. In 1994 alone, there are 
about US$ 33.8 billion ofnew foreign direct investment and around 70 per cent came 
from ethnic Chinese. By the end of 1993, their investment in China employed an 
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estimated 14 million people and has increased to 18-20 million in 1995 (East Asia 
Analytical Unit 1995: 6). 
Spatial Hurdles in Homeward Investment 
Homeward investment by ethnic Chinese entrepreneurs after 1978 always 
gives an impression to the public that they have particular comparative advantages 
such as their language, culture and network ties over their non-Chinese competitors. 
However the reality is that they still face a constellation of spatial hurdles and 
difficulties. The destination where their investments are going to is a place where 
they have left for a long time and have undergone great socio-economic changes. 
The hometown although was their home before, it is unfamiliar and obscure to them, 
not only in the geographical environment but also in legal practices, business 
conduct and the bureaucratic regulation. Thus, there are many obstacles and 
problems that entrepreneurs should face when they decide to invest transborderly 
form their current domicile back to the remote/distant hometowns. 
Weak Legal Framework 
Although China has earnestly carried out its reform programmes since 1978, 
the reforms are not comprehensive. While the economy rapidly develops; the 
development and construction of legal framework is sluggish and procrastinate. 
Existing laws are vague and complex which are often overlapping or contradicting 
with one another, for instance there are huge differences in both regulations and 
standard in rural and urban areas. Moreover, the legislation is often made on an ad 
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hoc basis. These are difficult for entrepreneurs to follow and there are ample 
opportunities for arbitrary decisions by the politically powerful. 
Traditionally, the society is ruled by man instead of ruled by law in China. 
The tradition continuous even after the Communist Party seized the power. Through 
its long history, the implementation of law was subject to personal interpretation of 
the officials, many of whom were responsive to bribery (Redding 1990; Wang 1990, 
1991a; 1991b). Corruption and red-tape were widespread which were detrimental 
for business activities. The situation has not changed much in the contemporary 
China. The words ofpowerful individuals take precedent to government policies and 
law occupies an inferior position to the Communist Party. After all, decisions made 
by the Party, government organizations and officials command more respect and are 
more effective than law. This is no doubt why the function of the National People's 
Congress is nothing more than a "rubber stamp" for the policies of the Chinese 
Communist Party (CCP). 
Moreover after the open door policy, through decentralization, the main 
economic power was remained in the hand of authorities but shifted from the central 
government to the provincial and prefectual bureaucracy. However, it is evident that 
the co-operation and coordination was insufficient both vertically and horizontally 
(Wank 1995a, 1995b). Focusing on the local bureaucracy, there is not a unified 
institution with clear-cut directives, instead it is a series of relatively independent 
individual bureau of fragmented power. It implies that the cooperation between 
various departments of the local administration has become increasingly 
problematic. As a result, ethnic Chinese entrepreneurs will find difficult to handle 
this bureaucratic institution. However, since the private sector has no way to get 
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， . 0 . the influence of . e s e officials . . 条 chinese e . _ must 
get things done 細 础 them，ite.s like Hcenses and _ „ g p _ s s i o n s 脏 all 
depe„de„t o„ their f . a , a p p _ � . Thus the b _ _ c y , to a 一 e .ent , b e _ e s 
the _ t for e n t _ to > r s o n a , . e , >喊，， a n . “咖0出，’ i„ order to 
mimmize troubles when they invest transborderly. 
Poor Quality of Bureaucrats 
A good bureaucracy nonna,,y wil, have a good bureaucratic order but the 
o r d e r o f b « r a t i c ^ i t s i „ C h i „ a ^ e ^ ^ ^ c t o U a c o u n _ s a g o o d 
' ~ order，^^ ^ 細 there . a set o f o r _ ^ g p , . . p I e s a n . . e 
職 1 _ i n s . . . o n s p rov ide aH average i _ u a l 碰 a W w o . o f 一 
P r e d i c t a _ y . In other 職 a pe r son „ o _ he / she .s an e n . e p . n e . or 如 
o ^ a l ， W s Where he or she stands, . . can . a l , e d e . . o n s a _ n g l y 
Unfo_a te ly , in the CMnese _ „ g ， _ e p r e n _ a,wa.s do „ot W what . 
legal and Ulegal，.e. can onI, ^ b � _ y , a s p what a .ea, is a deal，with 脑 to 
rely upon. In facing of such i _ _ , the o . , - g that they can rely on w.h 
some certainty is guanxi cultivation. 
Obviously’ a poor b.eaucratic order breeds . e d . c r e bureaucrats. Officia,s 
although recogni.e s o . e reguIa.ons 一 shouM foHow, , . 一 tend to not obey 
the r e _ i o n m . s ent .eI . but a ,us t the . I e s a _ „ g to their own . . . s t s . 
o _ i o . When they W power to aHoca. sc .ce — ， t h e y w,l! , v e .He. to 
t h e . . , e n . s o . t H e p r e f e . e d p e . o n w h o c o . e . t h e i r t e ^ . R _ , t h e s c a r c e 
r e ^ c e s wouM be aIIoc.e. o p e . , or a d j _ d according . the p „ „ . p . of 
f a _ . Hence, ' W a u c . ' s . . e , , e s to cen.e on v . . u s wa.s to t _ ^ 
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power into wealth" (Bruun 1995: 190) and the power of the officials has been 
abused. 
Officials abuse their power to satisfy private interests such as 
misappropriative usage of public goods and collective embezzlement are extremely 
common. According to the study of corruption in China by Rocca, “in the country 
as a whole in 1988，it is alleged that 25 and 30 billion yuan was spent on banquets, 
61 billion on food, drink and gifts and 16 million on various trips. For 1989, a State 
Council directive ordered a decrease of 20 per cent in this expenditure, but it actually 
increased by 20 billion yuan" (1992: 411). Moreover, they will also extract interests 
from ethnic Chinese entrepreneurs by asking for gifts and money for retum before or 
after they help them through their power. 
Ethnic Chinese entrepreneurs not only face an immature legal framework and 
ineffective bureaucracy, sometimes they could not even enjoy their entitled 
preferential treatments. Underneath the state policies, every foreign investor is 
supposed to enjoy all ofthe benefits and allowances provided by the government. In 
reality, the actual investment concessions are mostly dependent on the relationship 
between investors and the local officials. The reason behind the selective 
implementation of the central policies is sometimes due to the egotistic and illiberal 
attitudes of local leading cadres who only take their own interests before the state 
policies. 
Prevalence of Guanxi 
The importance of guami is not only manifest in bureaucracy, it is also 
prevalent among normal people in China. Guami as a vital cultural trait in 
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traditional Chinese society, its role once declined during the 1950s when the CCP 
intended to create the new Socialist society in China. The Cultural Revolution, 
however, marked the tendency of reboming the personal relations, especially 
instrumental relationships (details please see Chapter 1). Nowadays people 
perceived guanxi to be essential in social and economic life (King 1996; Yang 1986, 
1994; Wank 1995). A comprehensive survey carried out in Shanghai in 1988 with 
3000 respondents showed clearly the general public response to guanxi.” An 
overwhelming majority, i.e. nearly 93 per cent of the respondents, said that network 
10 
connections to a large extent are important. While only less than 8 per cent said 
they are insignificant. Another question is "suppose you have a problem. If you 
follow the normal channels, it will take a long time, and the result may not be 
satisfactory. Do you think you should try to go through some connections?". Over 
two thirds (71.8 per cent) said they "should first try some connections." Only one in 
five would rather follow the normal channels, saying that they "should not try 
connections". The findings confirmed the prevalence of the practice of guanxi in 
mainland Chinese society today. It also explains why ethnic Chinese entrepreneurs 
should rely upon guanxi networks in business transacting. 
How Do Ethnic Chinese Do to Overcome the Problems? 
In a place where markets are developing, the administrative, legal and 
institutional infrastructure development remain embryonic and are not always 
enforced like China. What can these ethnic Chinese investors do? By withdrawing 
27 Chu and Ju, 1988; adapted from King 1996. 
42.7 per cent ofinformants regarded it as very important; 26.9 per cent is important and 22.8 per 
cent is important. 
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from projects when faced with bureaucratic obstacles abruptly ？ Or have other ways 
to overcome these spatial obstacles? 
In this research, it is evident that the informant ethnic Fujianese entrepreneurs 
are wisely and diligently employing their guanxi to overcome these obstacles in their 
operation. Most of their ancestral hometowns {zuguo) are villages and small towns 
where they are possible to deal with a lower rank of bureaucrat with less regulatory 
intervention. Furthermore, they cultivate personal relationships and expand their 
networks in order to form an artificial favourable investment envir9nmer1t for 
themselves since network is a special response to problems of insecurity. 
These group of entrepreneurs always believe that without using the networks 
ofguanxi, nothing significant is achievable. These problems would only be solved 
by strategies of personal influence that involve the cultivation of ties with individuals 
in the bureaucracy, no matter the size of the firm. To large firms, they take 
bureaucracy as a source of opportunity and seek to increase contacts with officials. 
They often benefit from close association with the officialdom because closely 
linked congenial relations enable them to bypass the bureaucracy and can directly 
29 
access to top officials in Beijing. Lower rank officials or provinces leaders should 
co-operate with them and provide the best resources to the development ofprojects. 
The famous ethnic Fujianese tycoon Riady and his transnational corporation-
29 Here is a case that commonly known by the public. Although the main actor is not an ethnic 
Fujianese, the case clearly reveals how a rich businessman affect the policies of the government by 
forming good guanxi with important officials. Li Ka-shing who is one of the most successful and 
richest businessmen in Hong Kong, while his investment in China is also very large. He has used 
US$1.2 billion for Oriental Plaza in Beijing. However, the site ofthe Plaza was built by McDonald's 
who has 20 years land-use agreement for the site with the government. But owing to the good 
relationship with top officials Li has, he was able to demolish the surrounding area of McDonald. He 
even abled to displace the restaurant and formed a good foundation for his multi-billion projects. On 
the other side, McDonalds should accept the officially suggested condition that would move to a new 
building in 1997. This is because if she did not accept the instructions, the relationship between 
officials would be destroyed, if so, the ambitious expansion plan in China would be suffered. 
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Lippo Group-have huge investment across China^^. In his hometown, he has two 
major investment projects, Tati City^^ and Meizhou Island^^ in Putian. Nevertheless, 
although these are local projects, the scale and the inflow of capital are huge, thus 
Riady firstly negotiated with the central government and got their permissions before 
he goes to the homeland. It seems simple to understand that with the permissions 
from the central government, one can ensure the smoothness of the operation of the 
projects and can also minimize the risks in China. Moreover, they can guarantee the 
cooperativness of the local officials because they should obey the instructions from 
the central government. 
To the smaller ethnic Fujianese firms like the informant entrepreneurs', they 
also realized that having good relations with the important officials enable them to 
get the advanced information and to adapt themselves to future conditions. So they 
are also eager to cultivate guanxi networks with officials. However, owing to their 
lower social position and limited financial backup, they can only attempt to build 
networks with the lower-rank officials in the local level. These include the head or 
vital persons of some local institutions, officials who are responsible for 
administrative work or leaders of some small villages. These people do not have 
much power in hands but with their assistance, the working process can be smoothed 
and much time can be saved. However, it may also be the reason ofwhy corruption 
is so rampant in China.^ ^ 
�o The total investment in China is great. The Group is not only invest in his hometown, he also 
invest Shenyang, Shenzhen, Chonqing, Nanjing, Guanghou, Zhuhai and Shanghai. It also diversifies 
the investment in different economic sectors like property investment and development, local gas 
production, manufacturing, cable production and Banking businesses. 
二 This is a multi-use project with the site area of 14,310,000 sq.km. 
^ The development ofMeizhou Island is mainly for commercial and tourism use with 13,000,000 sq. 
km. 
” According to Scott, corruption is "behaviour which deviates form the formal duties of a public role 
because ofprivate-regarding (personal, close family, private clique) wealth or state gains, or violates 
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SUMMARY 
From above, it is concluded that the rancorous and hostile socio-economic 
environments which most ethnic Chinese encountered derive them to rely on the 
traditional cultural traits such as familism, kinship, networks, tmst and guanxi. 
These really help them to overcome the difficulties as well as to smooth their 
operations. As they feel very insecured with their operational environments, they 
keep searching for a more stable and familiar place to conduct their business and 
finally they choose to invest homewardly, that is their ancestral motherland-China. 
Despite the prosperous economic development in China after 1978, the 
transnational or transborder investments still face enormous difficulties such as a 
weak legal framework, inefficient bureaucrats, the prevalence of guanxi and distant 
separation between the Mainland and Hong Kong/Southeast Asia. Thus ethnic 
Chinese entrepreneurs could only maximize their ethnic contacts such as relying on 
particularistic ties and cultivating guanxi networks especially with officials in order 
to smooth the operations of their firms in China. 
In the following Chapter four and five, I will further analyze how the ethnic 
Fujianese entrepreneurs overcome these obstacles by cultivating guanxi networks. 
These include the process and the tactics of cultivating guanxi networks. 
rules against the exercise of certain types of private-regarding influence". Scott, J.C. (1972) 
Comparative Political Corruption, Englewoods Cliff: Prentice-Hall, p.4; sited in Rocca, J.L. (1992) 
"Corruption and Its Shadow: An Anthropological View of Corruption in China", China Quarterly 
Vol. 130, pp. 402-16. ‘ 
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CHAPTER FOUR 
NETWORKS AND ETHNIC FUJIANESE 
ENTREPRENEURS 
INTRODUCTION 
As discussed in the previous chapter, the Chineseness of ethnic Chinese plays 
an important role in facilitating their investment behaviour. The business culture 
such as the domination of family and clan connections, the tmst system among 
kinsmen and friends as well as the importance of guanxi are always regarded as the 
successful factors that contribute to the prominence of foreign investment in China. 
Obviously, networking is necessary in China. Ethnic Fujianese investors are 
eager to cultivate different kinds of connections and networks in their hometowns 
where the development of markets are immature. Moreover, the importance of 
networks are also shown in the environment of under-developed legal frameworks 
which policy making are not based on law but people. Local authorities can change 
policies when they desired, mainly according to their own interest. Thus, having 
good networks with local officials and leaders enable entrepreneurs to overcome and 
reduce troubles. 
Apparently, political connection with authorities is the critical factor to 
determine the degree of success of the business, however, it is not enough to 
overcome all the hurdles and difficulties, particularistic ties like the relationships 
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with family, friends and relatives are thus crucial in conducting business in China. 
The contributions of these ties are magnificent since they are supporters, helpers, 
capital lenders, mediators, friends and business foundations for entrepreneurs. 
The chapter is going to explore the embedded relationships between 
business and networks among ethnic Fujianese entrepreneurs' operations in China. 
Basically, it seeks to investigate and explain the nature, motivations and 
mechanisms of networks cultivating by entrepreneurs. Moreover, it also discusses 
the benefits of cultivating three different kinds of networks in China. 
NETWORKS AND INVESTMENT 
Broadly speaking, guanxi seems to be an universal phenomenon among the 
ethnic Chinese societies. Chinese always try to personalize or informalize their 
economic relations through guanxi networks. As Chen (1995: 59) argued: 
Guanxi plays an extremely important role in the business world. As most of the 
Chinese family business are small and managed by core members, they are heavily 
dependent on business opportunities and credit lines provided by their guami 
network. No company in Chinese family business world can go far unless it has 
good and extensive guawci network. 
Thus, every Chinese family business is connected in a web-liked network and 
the web becomes part of the person. This is what Redding (1990: 62) described, 
"[t]he self is embedded in relationships inextricable from them, and not through ofas 
independent of such attachments". So, it is safe to argue that each entrepreneur 
occupies a central position in his/her network and at the same time, he/she also plays 
part in other people's networks because the network systems are interrelated and 
interdependent. 
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Although the importance of networks are highly recommended by numerous 
scholars (Redding 1990，1995; Hamilton 1995, 1996; Mackie 1992; Kotkin 1993)，it 
is seldom to ask why ethnic Chinese depend greatly on the network systems. 
Basically, this can be explained by the reasons of weak legal framework, poor 
bureaucratic system and the strong cultural heritage among them. Nevertheless, 
rational networks really can substitute and supplement these weaknesses and perform 
as the institutionalized medium for political, social and economic activities in 
Mainland. In other words, networks are the “mean of action" which consist ofa"set 
of material practices and symbolic constmctiorL..which constitutes [a society's 
organizing principles and which is available organizations and individuals to 
elaborate" (Friedland and Alford 1991: 248; cited in Hamilton 1996: 285). It is 
similar to what Granovetter (1985) argued that economic action always embeds in 
social action and people rationally purse what they socially understand and desire. 
In the business world, network is also the main device of doing business, 
especially in China. With the fall of Maoist left-leaning and the up-rising of Deng's 
open-door policy in China during the late 1970s provided a new opportunity of 
reunification between the ethnic Chinese and their relatives on the mainland. The 
ethnic Chinese are the largest source of investment within these few years in China 
and have already been transformed two famous ancestral homes of most Chinese 
abroad--i.e. Fujian and Guangdong--into the world's most rapid growing economic 
regions. 
During the process, ethnic Chinese investment depends largely on network 
architecture. As Tolentino found that, “for the smaller and more recent Third World 
investor firms, ethnic contacts continue to be of fundamental importance as regards 
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the extent and form of their initial foreign investment" (1993: 237). This can verify 
through the cases reporting of this thesis that when ethnic Fujianese entrepreneurs 
decided to invest in their hometowns, they will highly depend on ethnic contacts 
such as ancestral linkages and cultivating guanxi. They regard these informal 
practices as their tactic strategies to overcome the spatial hurdles. 
Definitely, comprehensive personal networks can fumish more opportunities 
and control uncertainties. As most of the networks are based on mutual obligation 
and exchange which is particular important in the initial stage of a company since 
capital and human resources can be obtained in the network system. Moreover, it 
allows entrepreneurs to collect information; stabilizing the sources of supply and 
market; and cementing of certain key relationship in an organization (Redding 1990). 
As a result, ethnic Chinese always believe that the larger, wider and more diverse an 
individual's total number of guanxi connections, no matter in domiciles or in 
ancestral homeland, then he /she will have more and be easier to obtain opportunities 
when he/she is conducting business in China. 
TYPES OF NETWORKS 
In matters of guanxi exchange and network cultivation, it is necessary to bear 
in mind that actual guanxi transactions are carried out on personal bases. In terms of 
exchanging favours for each other, guanxi is mainly based on personalistic ties 
between and among entrepreneurs and their staff members. That is to say, it is 
through face-to-face dyadic relationships that much of corporate business are 
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transacted. An individual cultivates guanxi with different institutions and his/her 
role in fact represents the company he/she works at. Moreover, in the business 
world, cultivating guanxi between corporate entities usually benefits all persons 
working in the factories or companies. Thus, personal networks can be stood for and 
represented as the firm's network or the family's network in a family-oriented firm. 
In this thesis, the personal networks built by ethnic Fujianese entrepreneurs 
can be classified into three main categories: extra-firm networks, intra-firm 
networks and inter-firm networks. Each kind of network has its own characteristics, 
nature and building mechanisms (see Fig 4.1). I would present and analyze them 
one by one in the rest of this chapter. 
THE NATURE OF NETWORKS 
The nature of networks differs greatly and each type has its own 
characteristics. The extra-firm networks emphasis on the relationships between 
businessmen and officials while the intra-firm and inter-firm networks, on the 
contrary emphasis much on the particularistic ties. However, there still contains 
difference between them: the former is related to the nuclear family and the role of 
entrepreneurs; the later puts its emphasis on the kinship and friendship. 
Extra-firm Networks 
Extra firm networks refer to any relationship between the firm and other 
























































































































































































































































































































































































































































































is a web-liked system which relies on informal relationships between entrepreneurs 
and officials or leaders of institutions. Thus, the key element of the extra-firm 
network is the political connections (zhengzhi guanxi). It is generally agreed by 
some of the entrepreneurs interviewed that political connections are crucial in 
conducting business in Jinjiang (see Table 4.1). As informant A said pervasively 
that "without guanxi, a person cannot do his/her business successfully in China. 
Thus, if you do not have any guanxi network, you should try your best to cultivate 
guanxi, especially the relationship with the local officials." 
Informant B also gets the same idea, as he said, "after conducting business in 
China for more than six years, I observed that it is neither important to have good 
business strategies and comprehensive planning of a firm, nor vital to have good 
marketing and financial management. What you need to do is to find a powerful 
person to help you. After I employing the retired cadre, my firm's operation is better 
than before because most of the officials in the village are cooperate and respect him. 
Thus, conducting business in China is talked about the relationships and network ties 
instead ofbusiness management." 
Moreover, informant C and informant M also strongly agreed the importance 
of political connections. Informant M's statement shows the significance of extra-
firm networks, "it is difficult to say what is the formal way to pull/cultivate (la) 
guanxi. To me there is nearly no difference between formal and informal methods in 
cultivating guami. If you want to do business in China, the only way to ensure the 
success of your business is to cultivate guanxi. This is not the typical phenomenon 
in Jinjiang, Fujian, but all over China." Obviously, when ethnic Fujianese 
entrepreneurs want to conduct business in China smoothly, they will firstly try to 
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cultivate political connections with officials. 
Conversely, in the interviews, there is a total different points of view in 
political connections. Four informants express their standpoints are wholly focused 
on the negative sides of political connection. These include the highly changability 
in personnel bureaucracy and the bad quality of officials. 
Informant F points out his past worse experience in the cultural revolution 
that forced him to stay away from political connections although he knows the 
importance of cultivating guanxi with officials. He said strongly that “I have 
seriously suffered during the cultural revolution and I have seen many negative sides 
of politics. Evidently, political issues are dirty and difficult to predict, say a person 
today is the province leader while he may sent to prison tomorrow. Thus, 
entrepreneurs should keep out of contact with officials, especially the powerful one 
because political struggles are too common here." Thus, he advised his children who 
manage the firm in Jinjiang should not engage in any kind of transactions with 
officials. 
Informant E gets difficulties in cultivating guanxi with officials since the 
quality and personality of local officials she met are rather low. As she complained 
that “it is not that easy to cultivate guawci with the local officials, they are greedy 
and never satisfied with our gifts, ours is a just small scale firm and does not have 
huge financial backup, how come have such large budget for them (officials) to drink 
wine and sing karaoke?" Her problem is also the common problem of thousands 
small scale firms in Jinjiang. 
Informant H also attacked the bad quality of local officials. ‘‘Cultivating 
guanxi with the officials is wasting your money. You pay them money or give them 
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gifts, but you cannot get what you want, or they cannot fulfill what they promised 
you before_ Thus, cultivating relationship with officials does not guarantee 
protection. Actually, some officials know that ethnic Chinese investors are eager to 
cultivate guanxi with them, so they will use foreign investors' money and receive 
gifts from them but will not help them eventually." 
In a nutshell, the role of political connections of extra-firm networks is still a 
controversial issue. Informants get their ideas on the topic. Somebody get 
difficulties in cultivating guanxi with officials, somebody do not want to be involved 
in any kind of contact with authorities; others are highly support the functions of 
political connections and are trying their best to build extra-firm networks. No 
matter how it is, building connections with officials and leaders is a common 
phenomenon not only in Jinjiang, but all over China. 
Table 4.1 Awareness ofPolitical Connections of Informant Entrepreneurs in Fujian 
A ~ B ~ C ~ D ~ E ~ F G ~ H ~ 1 J L ~ ~ 
Awareness of political connections i / i / i ^ i / i / i / i </ \ y | • | • j • | • 
........^...........|...........^...........^. ••••&•••••&•••••••••••••••••^••••••••••••••••••••.••&^••••.••..•••••••••.•••‘••^••••••••&••.•••••••.i 
Willing to cultivate political 丨 • 丨 • 丨 • 丨 ？ 丨 • 丨 X 丨 • i • 丨 • i X 丨 • 丨 • 
connections 丨 丨 丨 丨 丨 丨 丨 丨 丨 丨 丨 i 
. . ^ • . . . . . . - . • . } . . . . . . . . . . . ^ . . . . . . . . , . . \ . . . . . , , , , , , • ^^__-_i-_._^-.____4>_._^____.._&._^__^_,__.t.___^_^^^^_:_____.__._^;^_^.___,_^_&  
Success(S) or Fail (F) | • j • i • j ？ j K i % j • ： K j X ： X j • j • 
Intra-flrm Networks 
The nature of intra-firm networks is totally different from extra-firm 
networks. It focuses on two key elements: the role of family and entrepreneurship. 
In the traditional Chinese culture, there is no boundary to restrict the size of family 
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ijia)' Jia is the basic unit of Chinese societies which is elastic, sometimes it includes 
only members of a nuclear family, but it may also include all members of a lineage 
or a clan. The expression "our family people" {zijia ren) can refer to any person one 
wants to include; it completely depends on the individual's experience and people 
he/she has contracted. Theoretically, the boundary of the concept of family can be 
included up to an unlimited number of people and thereby becomes what is called 
“all the world belongs to one family" {tian xia yijia). Thus the flexibility ofthe 
boundary of the group gives an individual enough social and psychological space to 
construct his or her own guanxi with an unlimited number of other individuals that 
relies on kinship or fictive kinship bases (King 1994). 
On the whole, family ties play a critical role in sticking the internal 
organization of firms among ethnic Fujianese. Although they have temporally left 
their hostile domiciles and conducted businesses in their ancestral homeland, the role 
of family and the responsibilities of each family member are still very important. 
From the data the author collected in the interviews, among the personal relations 
that employed by the ethnic Fujianese entrepreneurs to maintain and develop 
business trust, the position of family ties is outstanding. 
Surely, family occupies an important position among the informants. 
Informant A said, “in the heart of all the Chinese, family always is the number one 
important unit, nobody doubts that." This characteristic also shown in informant L,s 
conversation. “Family is the source of support when I moved to the Philippines in 
1930s. I did not know anybody else except my family members initially. Thus, all 
the stuff I got such as finding jobs, accommodation and money were supported by 
my uncle's family." 
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However, from the information which I obtained in the interviews shows that 
the concept of family among the informants ethnic Fujianese differs slightly from the 
ordinarily believed. Although most of the informants still put the role of family in 
the highest rank, five interviewers defined their own concept of family as nuclear 
family which only includes husbands or wives, sons and daughters because these are 
the persons that they can trust. Other kinsmen and relatives are of a lower tmst level. 
As Informant B said that "what means our family people? it must be the person who 
are willing to help you when you got any problem. But it is rather difficult to find 
relatives {qin ren) that are willing to help except my wife. She always stands by 
me.” Informant J also said, “honest speaking, I dislike to cooperate with my brothers 
and sisters who are living in Jinjiang." 
Furthermore, I would like to use informant F's story as a case to present the 
nature of intra-firm networks in more detail. He was forced to move to the 
Philippines alone in the cultural revolution and left his wife, two sons and a daughter 
in Jinjiang. During that period, his relatives did not look after his nuclear family that 
they had promised him before. Thus, when he set up a trading firm in his hometown 
in the late 1980，he did not employ any relatives because the bad experience in the 
past still upset him and forced him to distrust them. In his words, “my family 
members manage the firm successfully and I do not need any help from my relatives 
and kinsmen. They are unreliable and 'eat' their promises. In my difficult time, 
they did not give me a hand and later they also did not take care of my children after 
I moving to the Philippines. I neither esteem nor tmst my kin, so how come I would 
employ them to work in the firm." Through his speech, it is easy to understand that 
bad experience in his past made him mad with his relatives. However, his case is not 
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uncommon among ethnic Fujianese entrepreneurs since the ten years upheaval 
period really destroyed and broke down many families. This also challenges and 
changes the traditional conception of family in the mind of many of my informants 
who had seriously suffered during the cultural revolution years. 
Entrepreneurship 
Entrepreneurship is another key element in intra-firm networks. Generally, it 
works in the form of transnationalization which is seen as a constellation of 
networks of personal and business relationships over space. The importance of 
Fujianese entrepreneurship, without doubt, can be witnessed throughout the 
international business arena, especially in the ASEAN countries. To ethnic Fujianese 
entrepreneurs in China, they are facing a more challenging environment since the 
Chinese legal frameworks are rather backward and incomplete. Indeed they tried 
their best to overcome these problems through cultivating guanxi and negotiating 
with officials. 
As informant A said, "homeward investment is a huge challenge to an 
entrepreneur that I never can imagine in Hong Kong. You know its too messy here 
(Jinjiang), thus a smart entrepreneur can change the terrible condition into a golden 
opportunity because he/she can use guanxi networks to overcome all the 
difficulties." Informant C also said that “in a new environment, you should try to do 
all the things by yourself. Cultivating guanxi, promoting your products and 
renewing market information etc. Nobody can help you except upgrade yourself." 
Evidently, a home-coming firm without a smart entrepreneur seems still difficult to 




Inter-firm networks emphasize on the particularistic ties especially on the 
role of kinship and friendship. In traditional Chinese culture, interpersonal ethics 
have been elaborated and their importance has been highly stressed. The virtues of 
filial piety {xiao), brotherhood (di), humanness (ren), righteousness fyi), sincerity 
(xin), mutuality (shu), and reciprocity (bao) are the main principles in the 
governance of society. Nowadays, these virtues remain as important as before since 
inter-firm network underlines the importance of the harmonious relationship among 
persons and business partners. 
Kinship 
Kinship is the relationship with clans and relatives. In the anthropological 
point of view, kinship can be divided into two main groups. The first group is the 
stronger kinship ties that include the consanguineous relations, and the other one is 
the more distant set of affinal relatives (Yang 1986). 
Kinship without doubt is the core relationship in particularistic ties in 
traditional Chinese society. Nowadays, it still plays a crucial role in social activities. 
Ethnic Fujianese entrepreneurs also rely on kinship to do business too. Informant 
H's story allows us to know more about how it works. Mr. H has set up two trading 
companies for more than ten years both in Hong Kong and Fujian extant at the 
different times, mainly deal with the trading business between the two areas. 
However, the firm in Fujian could not be formed if there was no support and help 
from his relatives. “I can set up a firm in Jinjiang because my brother-in law and 
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sister-in law can manage the firm... They manage the firm successfully which allows 
me to concentrate on the business in Hong Kong. Thus with the assistance from my 
wife and her brother and sister, my trading business expands quickly." In his 
expression, he appreciates them deeply from his heart. 
Another informant (Mr. A) also agreed the importance ofkinship. His family 
is a big family in the county, as he said that “my first name is the biggest and most 
famous in the county, so I have a lot of kins and relatives. Moreover, I am the first 
son, so all the kins are listen to me. Sometimes, my words are the rules of the family 
and so, if I got any problem, I only need to phone my ‘younger brothers' and they 
will know how to do.” The strong kinship backup helps informant A both in 
business and social relationships since his kinsmen are the "local villains" who have 
extensive local networks and also the knowledge and understanding of the local 
conditions. However, a big family sometimes also contains problems. Informant A 
at the same time also complained that “as there are many relatives in my family, both 
strong and weak ties. Each time when I go to Jinjiang, I should bring lots ofgifts to 
them because when you ask somebody to help you, you should give them rewards. 
So although it is convenient to ask relatives to help, I would minimize to ask them." 
A coin has two sides, when entrepreneurs want to get aid from his relatives, they 
should give them rewards before and after in order to make them willing to do so. 
Thus, informant C sighed with regret that "people in Mainland have become more 




Friendship is also another main type of social relationship in the inter-firm 
network. Aristotle (1975: 142-144) has pointed out three types of friendship which 
include useful friendship, friendship for the sake of pleasure, and perfect friendship. 
While among the informant ethnic Fujianese entrepreneurs, I can also distinguish 
three kinds of friendship. Firstly, "wine and meat friends" (jiu rou pengyou) applies 
to friends who always get together to drink, eat and carouse. These drinking peers 
can be regarded as the worst type of friends by the reason that their friendship can 
only last during good times and good for sharing pleasure, but they cannot 
overcome difficulties and obstacles together during hard times. Informant H 
strongly agreed that having networks with this kind of friends are wasting your 
money. He found nothing except entertaining with a group of wine and meat friends 
within a two weeks' trip in Beijing, however its original purpose is to get permission 
and license for his product. As he complained, “in fact, during this period, no formal 
talk was organized but I just ate, drunk and sang karaoke with them together." 
Secondly, "heart-to-heart friends" (zhi xin penyou). They are good for 
confiding, and dependable when one needs help. They will help each other when the 
one gets into problem. Informant entrepreneurs seem much easier to find heart to 
heart friends in their hometowns because they have lived in there for a long time 
whilst they have built in-depth friendships in their youth. As informant A said, 
"friends in Jinjiang help me a lot in conducting business in China. Friendships built 
in youth period are pure and more genuine than those we met in the business circles. 
Although we have not seen each other for more than ten years, we still have strong 
sentiments among each other." Apparently, this kind of friendship is more long 
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lasting and virtuous than the other two. 
Finally, "friends who use each other" {huxiang liyong). It is a type of 
instrumental friendship that each person gains access to resources and advantages 
through the other and each acts as a connecting link to the third and fourth parties 
outside the relationship. Generally, instrumental friendship is less concerned with 
the qualitative depth of a relationship but more interested in the width of each 
individual's access to material and social resources. Informant I, as he said had 
many instrumental friends in Jinjiang, eventhough nearly all of these friends were 
built in youth period. In fact, these inter-firm networks help him a lot in the 
beginning of conducting businesses in Fujian after the economic reforms. “I 
understand that I can use them to get ‘something good, for my company. On the 
contrary, I also perceived that my friends hope to use my status (foreign investor) to 
eam benefits too. We begin to cooperate in the form of I use their social networks 
and special positions in institutions while they use my status and capital." 
In fact, it is rather difficult to distinguish these three kinds of friendship in 
reality. Actually, it always contains all three characteristics in the social intimacy 
and each occupies different extent dependent on the familiarity and deepness of the 
friendship they have built. As informant A told me that friends he made in the youth 
period are much more amicable and chummy than those he met in Hong Kong. "We 
are the best friends in youth period because we play and study together, although our 
communications were terminated by the cultural revolution after I migrated to Hong 
Kong. We could still keep our friendships properly." 
Moreover, his friends also occupy vital positions in his business in both 
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� assisting and cooperating with him. This started in the beginning when informant A 
c wanted to expand the market for his products, he phoned to his best friend and he did .< 
;r not need to say a word of asking help, "In the phone, he urgently asked me to do 
�i J 
business in Jinjiang. He said ‘we are swom brothers and we can cooperate and 
" - ： • • 
.二 expand our business together. I am the head of hygienic council especially in the 
field of drug management while you are doing potent medicine business in Hong 
_ Kong. Your products can sell in Jinjiang, it is an easy task.'" Informant A's speech 
clearly shows that it is rather difficult to give a clear delineation between these three 
kinds of friendship, heart to heart friends sometimes can also use each other to access 
to profits but certainly they will not frame up one another . 
Friendship is More Important than Kinship 
Before interviews, I tended to believe that under the specific characteristics of 
Chinese society，the role of kinship will be more important than friendship in 
network cultivation. This is also supported by the findings of Yan,s (1996) and 
Kipnis's (1996) studies in rural China. However, after finishing interviews with 
different informants, I really surprised that informants are mostly recommended the 
importance of friendship instead of kinship in their businesses. Evenhough some of 
them use both methods to cultivate their guanxi. Besides, there are quite a large 
number of the informants, only recommended the usefulness of friendship and 
seriously complained about their relatives. 
The interview data of inter-firm network building confirms this argument that 
kinship and siblings are relatively less important in initiating homeward investment 
among the ethnic Fujianese entrepreneurs. Rather it is close friends who are 
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socialized into the "family" and instrumental in these cross-border operations. Three 
informants expressed their points of view and at the same time complained their 
kinsmen. Informant M spoke seriously in the case that “when you have left your 
hometown, village fellows and other relatives here will always think that you have 
been getting rich. They will go to your house with some local food and expected 
you to give them money. It's ridiculous!" Another informant (C) also got similar 
feeling, as she said: “here (Fujian), renqing is too complex and too much, I always 
need to prepare a lot of gifts when I go to Jinjiang." Informant J also agreed that 
"honest speaking, I dislike to cooperate with my brothers and sisters who are living 
in Jinjiang. I do not employ them in my firm even at the beginning of establishing 
the firm when I need somebody urgently to tell me everything about the market and 
looks after the project. The reason of being so mean is due to the fact that they 
always assume I have a lot of money as I am an investor from Hong Kong, in their 
terms are so-called huaqiao and Hong Kong guest, so they always ask me to give 
them money. It is even to a level that giving gifts and money to my siblings and 
other relatives are my responsibilities. I hate to use money, gifts and banquets to 
keep our relationship, you know we are consanguineous siblings!" Through these 
statements, it is possible to say that although they believe "blood is thicker than 
water", the past worse experiences or present poor happenings tell them the fact that 
out of mind, out of sight. Sentiments with their kin will be diminishing after they 
migrated overseas. 
However, relationships with kinsmen get worse may be due to the past bad 
experiences. Informant J is just one of the case, informant C and informant F also 
have similar past. The former said that "I could not remit money to my family, they 
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did not understand me and blamed on me. Moreover, the serious political control in 
China before also forbiddened me to sent letters and parcels to them. Under these 
obstacles, the affection and sentiment among us became less and less." The later one 
also complained that in the upheaval period, his relatives did not look after his wife 
and sons. As he said, “in my difficult time, they did not give me a hand... I neither 
esteem nor trust my kin." After hearing their cases, I found that cultural revolution is 
a common factor in influencing their discordant relationships. 
Friendship which is based on personal and business guanxi or relationships, 
commands a far more important position in inter-firm network among the ethnic 
Fujianese entrepreneurs (Wong 1988; Mackie 1992，Smart and Smart 1991). 
"Friends are very important in my business." (informant A) "Friends are more easy 
going, they are willing to talk and willing to help." (informant M) To informant J, 
her attitude is heightened to a level that she does not want to employ and even to 
maintain contacts with her relatives. “I prefer to employ people which I do not have 
any blood relations. It is easier to handle the relationship between an employer and 
employees instead of relatives because employees will follow the schedules that I 
asked them and will try their best to finish all the jobs. Moreover, I can adjust the 
salary according to their performance rather than affection. Now I deeply understand 
that business is business, it is better to do all the tasks in white and black." 
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MOTIVATIONS OF CULTIVATING NETWORKS 
The motivations of cultivating networks among the ethnic Fujianese are 
totally different in three kinds of network building. Most of the informant 
entrepreneurs cultivate extra-firm networks because they realized the weak legal 
framework and flimsy bureaucracy in China, thus in other words, they are "forced" 
to cultivate guanxi in order to ensure their business (can) operate smoothly. On the 
other hand, the motivations of cultivating intra and inter-firm networks are mainly 
based on the sentiment and affection among the family members, friends and other 
relatives. They are mainly based on the previous ancestral ties, personal trust and 
obligations and interpersonal guanxi. Probably, the motivation of guanxi networks 
cultivating are due to the fact that they want to smooth the operation of their 
businesses in Jinjiang. Thus, when they are cultivating networks, their purposes may 
include more than one motivation. Surely, one should bear in mind that it is seldom 
to find a single purpose in network building. 
Extra-firm Networks 
Obviously, guanxi or personal network gives an impression to the outside 
world that it is an important advantage and the means that ethnic Chinese could 
make use ofin order to compete with other nationals for business opportunities in the 
People Republic of China. The former Prime Minister of Singapore, Mr. Lee Kuan 
Yew pointed out that guanxi “can make up for a lack in rule of law, and 
transparency in rule and regulation. This guanxi capability will be of value for the 
next 20 years at least，，(Cited in Far Eastem Economic Review, 2 December, 1993; 
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The Business Time, 6 December, 1993). Thus under the weak legal framework in 
China, entrepreneurs having right connections can protect themselves. 
From above, Lee pointed out two main points: firstly, guanxi is an important 
tool to access protection and profit when ethnic Chinese do business in China. At 
the same time, he also clearly states an important phenomenon-the weak legal 
frameworks in China. At the macro extra-firm level, the flimsy bureaucratic system 
and regulatory barriers in China are of tremendous importance in explaining the 
significance of networks because they tend to induce ethnic Chinese investors to 
enter all sorts of extra-firm political relationships. These regulatory barriers arise 
from unique historical and social contexts, in particular the legal system and 
economic reforms in China. 
Weak Legal Framework 
Existing condition in China is quite complex. It is a socialist country with 
specific political and ideological forms which co-exist with the capitalist economic 
activities. This is what Deng Xiao-ping called "socialism with Chinese style". 
However, in these complicated circumstances, the legal framework in China is rather 
weak in comparison with the fast economic and social development. 
The reform in China is mainly concentrated on economic sector while 
political reform and legal frameworks development are far lagged behind. The social 
formation of contemporary China is dominated by a state and the Communist party. 
Although there is a congress, a bureaucracy and so forth in China, policy formulation 
and decision making are primarily controlled by a few officials, it is commonly 
known by the public that they are "rule by man" instead of "rule by law". As 
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informant G said, “the legal frameworks in China are rather weak. It's not like Hong 
Kong which has a complete legal system." Moreover, after the open door policy in 
1978，the functions ofpreserving and extending the socialist production have relaxed 
to a certain extent, but the domination of the Party and the concentration of power 
upon a few higher-rank officials have not yet changed. 
Furthermore, focal current policies which suggested by the central 
government can even sometimes replace or substitute with laws. This is common in 
China especially at the beginning of the reforms. At that moment, ethnic Chinese 
entrepreneurs had special rights and privileges because economic development was 
the main target all over China. Thus, although some of the foreign invested firms 
violated laws and regulations, they could still bypass them since their capital 
investments were the main source of investment in the villages and small towns. 
Informant G has got the similar experience that his firm breached the environmental 
regulations but through bargaining with local officials, he was able to get away from 
it. “My firm can bypass the environmental regulations because I have strong 
bargaining power. At that moment, capital is the almighty tool to overcome all the 
problems, especially in the small village like mine." He further explained that 
“nowadays, in larger towns, environmental regulations are more rigidly carried out. 
Larger cities like Xiamen and Fuzhou, entrepreneurs should obey and fit all the 
environmental rules, those who violate the rules are forced to leave the area. 
However, in some small villages, economic development remains as the main target 
that money still has its power." Here, it is clearly that laws in china are not the basic 
and unique institutions tojudge but the words of officials in local government. 
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Flimsy Bureaucratic System 
The bureaucratic system in China gives an impression to the public that the 
quality ofofficials are rather low, actually some of the local officials are dispirited as 
some of the informants described. Informant A said, “nothing is impossible if you 
are able to cultivate guanxi with them (officials), no matter his rank or his position in 
the bureaucracy since public and private businesses are complexly merged together 
in China." However, guami is not just built but you should also pay. As informant 
A further said, "the efficiencies of tasks are highly dependent on the extent of 
cooperativeness and supportiveness of officials while the 'red envelop' can 
‘upgrade’ their abilities and increase the efficiency." Informant C also gets bad 
impressions of some lower rank officials. "They are quite troublesome in terms of 
their working attitude and other manners. They always want to covet interest from 
the overseas investors." On the other hand, although she suffered from some 
ruthlessly greedy lower rank officials, she still gets a positive impression of higher 
rank officials. “As lots of people always deem that the officials in China are 
seriously corrupted and avarice, and only consider their own benefits instead of the 
interest of the society, but according to my own experience, the situation was not 
that worse. Actually some of the powerful officials {gaoji ganbu) were intellectuals. 
They are not as rapacious as normal people imagined and to them money is not 
everything." 
Greater Autonomy of Local Authority 
The main contributions of economic reforms after 1978 are the abandon of 
the central planning economies and the increasing extent of the economic autonomy 
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of local authorities. However, the legalization and prosperous growth of private 
economic activities at the local level of China also cause a fabulous parting from the 
grip of central government {zhongyang). During the process, there is a greater 
autonomy in the province but at the same time, there is not enough cooperation 
between the central government and the local bureaucratic institutions because the 
power of the former, without doubt, is much greater than the latter. The coordination 
between them is also inadequate, even to a level of desultory. As a result, it is 
common to see that the implementation of central policies is highly selective at the 
local level. As Bmun (1995: 200) argues that "[f]rom the grass-root perspective, a 
precondition for even the state's limited control of the local bureaucracy appears to 
be the maintenance of exchange relations, securing extra-legal privileges for the 
officials." 
In the early of the economic reform, all decisions related to foreign 
investment should be and were made by central government or by state owned 
organizations. But, eventually, some decision making was decentralized to local 
authorities and some local state enterprises got the power to conduct business 
directly with foreign firms. 
Not only provincial government got the right to engage in foreign investment, 
small administrative units in provinces such as counties {xian) and municipal 
governments have also enjoyed the power to approve projects with foreign investors. 
Under the policies of the central government, the county authority has the right to 
approve projects under US$ 3 million while municipal authority can approve 
projects under US$ 10 million. Also, both of the governments have got the right to 





make grants of industrial and residential land, and so forth (Hsing 1996). 
Besides the right to approve project, the local authorities were able to collect 
taxes and to engage in profit making activities, too. For most coastal provinces, they 
were allowed to adjust tax rates and to collect 'extra-budgetary funds", such as 
profit and depreciation fUnds. In addition, central government relaxes its control on 
bank loans and permits provincial banks to grant loans. There are no clear upper 
limits on the size of loans granted to enterprises, or any clearly stated policies on the 
criteria for loan approval. Thus, if an entrepreneur is able to cultivate guanxi with 
higher rank officials, he/she will get loans even without mortgage. 
The local authorities have a great extent of fiscal autonomy on the one hand, 
and financial responsibility on the other. Now there are more financial 
responsibilities the local bureaucrats than used to be. These include to make a self-
sufficient financial budget and to seek additional revenues for the local capital and 
social expenditures such as infrastructure, education and public health, etc. With 
greater autonomy in both rights and responsibilities of the local governments, two 
phenomena are observed by the specialists: First is such an inherent structure forces 
some local officials to engage in illegal exchange in order to survive and pursue their 
own interests (Oi 1989; Smart and Smart 1991). Second is that in some provinces， 
especially in the southern coastal regions, local officials increasingly seemed to place 
greater priority on cultivating relations with ethnic Chinese investors than pleasing 
their masters in Beijing (Kotkin 1993). 
In a nutshell, it is risky and cumbersome to conduct business in China under 
the weak legal framework. It is common to see that when the governmental officials 
in-charge change, make-shift policies and rules will also change which cause serious 
110 
impacts upon the smooth operation of business. Under these unpredictable and 
inconsistent circumstances, ethnic Fujianese entrepreneurs have already leamed that 
they cannot base their business future upon an objective industrial policy, but on 
personal relationships, and sometimes on networks of personal relationships. 
Intra-firm Networks and Inter-firm Networks 
As I have pointed out before, the focus of intra and inter-firm networks is 
mainly concentrated on particularistic ties, so the motivations of cultivating guanxi 
of these two types of networks are related to the sentiments of the entrepreneurs to 
their hometowns. From the data I obtained in the interviews, I found that the driving 
forces ofcultivating guanxi are structured on at least three dimensions: alongside the 
desire to lead an ethical life of reciprocity with others; the urge to improve the 
material conditions of life, and thirdly to protect against the malevolence of others, 
i.e. to construct social fortifications in life. To be even more specific, I divide them 
into three main factors. These are ancestral ties and emotional linkages, personal 
trust and reciprocity obligation and cultural affinity. 
Ancestral Ties and Emotional Linkages 
In the beginning when China opens her door, the Chinese government has 
highly emphasized the importance of the emotional linkages between the country and 
all the ethnic Chinese living abroad. The government always uses ancestral 
homeland or the place of origin as a selling point to encourage and to appeal the 
ethnic Chinese to invest in China. Those cities and countries with many ethnic 
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Chinese residents such as Macao, Hong Kong and Taiwan are targets of the 
appealling campaign. They enjoy higher status and have more privileges than non-
Chinese investors if they are in recognition of their ancestral links to China. 
This policy seems workable as I found in interviews that plenty of ethnic 
Fujianese entrepreneurs do think that the homeland investment and economic 
development of their birth place are their responsibilities and they still have strong 
affections with their hometowns. This idea can be shown when I asked them why 
they select Jinjiang as the destination for their investment. Through informant D's 
conversation “I do not think this issue carefully before I made the decision. It 
seems so natural that i f I want to invest in China, I shall select to invest in Jinjiang. 
It is a familiar place with my relatives and friends, so it is more easier for me to do 
business—the factor of ancestral sentiment and affection to my homeland push me to 
invest in Jinjiang", it is easy to see that there is a deep and strong ancestral 
sentiment in her words and expression. Another informant (L) who has left his 
hometown for more than fifty years, his hometown sentiments become much 
stronger when he gets old, as he said “while when I became older and older, I 
realized that the level of missing my homeland gets stronger and stronger, even to a 
level that I want to live there. Thus I move the electronic firm from Hong Kong to 
Jinjiang so that I can look after the firm and at the same time I can enjoy my life." 
Surely, ancestral ties encourage entrepreneurs to invest in their hometowns. 
Meanwhile, this also paves a path for them to cultivate networks. Since most ofthe 
informant entrepreneurs have many kinsmen, relatives and friends there, however, 
some ofthem should be "re-acquainted" because they have not seen each other for a 
long time, as informant C said, "although I was bom in Jinjiang, I also required to 
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rebuild my own personal networks with relatives, colleagues and friends because we 
have not seen each other for more than ten years. It needs time to ‘rekindle’ our 
sentiments." These ancestral ties and place of origin can be regarded as the "assets" 
for all ethnic Fujianese entrepreneurs making homeward investments because they 
are the most convenient and easily accessible relationships that entrepreneurs can 
"use" them immediately. 
Personal Trust and Reciprocal Obligation 
Fujianese always strongly believe that they can only trust the fellows from 
their ancestral villages. This kind of feeling is deeply built in the hostile domiciles, 
especially the ASEAN countries since under the imperfect and unequal competition 
environment, the person they can trust and cooperate are fellows from the same 
lineages (Wu and Wu 1980; Limlingan 1986; Yoshihara 1988; Suryadinata 1978, 
1985, 1995). It is quite true from informant D's conversation, “if I have got any 
problem, I can call my clans and friends to help me because I have the largest 
renqing wang (renqing networks) and guanxi wang {guanxi networks)' in here rather 
than in Hong Kong." Informant G also said, "Jinjiang is our place, local officials 
are cooperative and friendly, neighbours are nice and helpfUl, kins and friends are 
also supportive as well as willing to assist." This kind of personal trust and 
reciprocal obligations among friends and relatives are particularly strong in 
homeland where their networks are naturally nested. 
However, sometimes informants do not highly trust their kins, as informant F 
said unhappily that “I neither esteem nor trust my kin, so how come I would employ 
1 The definitions can be seen in Chapter 1 of the study. 
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them to work in the firm." No matter he trusts his kins or not, the close relationships 
with his children also drive him to invest in his hometown, “I want to provide a 
bright career for my children, setting a firm here is the best choice because they can 
leam how to do business and at the same time, I trust them." From all ofthe above, 
what do the entrepreneurs stress most is trust. As personal trust is one of the basic 
elements in networks constructing, networks can only be formed if a person can trust 
the other. 
Cultural Affinity 
Cultural affinity is an advantage of ethnic Fujianese in conducting business in 
China, because similar ties in language, spirits and believes enable them to 
communicate with the locals easily. Moreover, this is also an important factor in 
encouraging them to invest in Fujian. Informant D said, "although at first I did not 
know the local officials in Jinjiang, we are all Fujianese, we can communicate with 
the same dialect, so through the introduction of friends, I can befriend with them 
eventually." Obviously, common language helps to make a familiar atmosphere for 
both to talk. Nowadays although most of the officials in Fujian can speak mandarin 
fluently, however, using the local dialect-Hokkien-is more familiar and easy to talk. 
As informant A said, "we are Fujainese, we should talk in Hokkien, I only speak 
mandarin when I talk with officials from other provinces." 
Furthermore, the similar believes in sentiments {qing) and guanxi are also 
favourable for them to do business. Informant G uttered, "it is easier to bargain in 
our hometown (jiaxiang). In Hong Kong, everything should do accordingly to the 
law. However, here, we can ‘talk, with our sentiment. Nothing is so straight, 
114 
everything can be solved through negotiation." Having conferment and discussion is 
the popular way of doing business by ethnic Fujianese. However, in their domiciles, 
it is rather difficult to negotiate but in their hometowns, they can talk, discuss and 
negotiate by cultivating networks and guanxi. 
Complex Sentiment 
From above, it is clear that these factors affect many of the informants in 
more than one way. In fact, the complexity of affections among the informants is 
beyond their own understanding and description. You can see this through the 
speech of informant D when I asked her why she invests in Jinjiang, “ I do not think 
this issue carefully before I made the decision. It seems so natural that if I want to 
invest in China, I shall select to invest in Jinjiang. It is a familiar place with my 
relatives and friends, so it is more easier for me to do business. Although at first I 
did not know the local officials in Jinjiang, we are all Fujianese, we can 
communicate with the same dialect, so through the introduction of friends, I can 
befriend with them eventually. Moreover, if I have got any problem, I can call my 
clans and friends to help me because I have the largest renqing wang and guanxi 
^ang in here rather than in Hong Kong. So the factor of ancestral sentiment and 
affection to my homeland push me to invest in Jinjiang." Certainly, ancestral ties 
and sentiments encourage ethnic Fujianese entrepreneurs to invest in their 
hometowns because they are much easier to build networks under such familiar 
environment. 
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MECHANISMS OF NETWORK BUILDING 
Network cultivating is rather difficult, normally it depends on several 
mechanisms in each type of networks. In extra-firm networks, the mechanisms of 
power rather than monetary relationships, proprietary rights as well as social and 
political legitimacy are the keys of building political connections. The intra-firm 
networks rely greatly on the utilitarianistic and entrepreneurial familism which are 
the determinants of family and entrepreneurs. While factors ofblood relationship of 
kinship, the role of intermediary and reciprocity and obligations of friends in a large 
extent, influenc the cultivating of inter-firm networks. 
Extra-firm Networks 
In extra-firm networks, officials and leaders are of dominating importance 
through their omnipotent power. Since the legal frameworks are rather weak and 
have not yet well built, entrepreneurs are eager to form networks with them in order 
to guarantee the smooth operations and to minimize troubles for their firms. During 
this process, there are three mechanisms in action, they are: power rather than 
monetary relationships, proprietary rights and social and political legitimacy 
Power Rather than Monetary Relationships 
The key word in political connection is not money but power. Ethnic 
Fujianese entrepreneurs are eager to cultivate guanxi with authorities because they 
want to find a powerful person to protect them. But who can be regarded as a 
powerful person? The answer seems straight and simple because in China no body 
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can be as powerful as officials and leaders of institutions. After interviewing with 
informant B, I am amazed that even a retired official's influential power is still great 
and can continuously affect governmental institutions. He explained that 
"employing him (a retired cadre) allows my factory to keep good guanxi with 
officials. This is because the officials in the county are either his former colleagues 
or students, they would give him ‘face, when he asks them to help. He can negotiate 
with them without difficulties." The visible advantages of getting helps from the 
retired cadre are: “with good relationship with the powerful officials, although they 
cannot guarantee all the jobs work in a proper way, they can speed up the 
administrative and paper works, this can help you a lot because time is money." 
Thus, when ethnic Fujianese entrepreneurs cultivate guanxi with officials or 
cooperate with them, their initial attention are the power of the authorities. The 
causal relationship between power or status and personal connections is mutually re-
enforcing. 
Proprietary Rights 
Entrepreneurs are always much concerned about the proprietary rights, a 
right to hold and control on properties and assets. Ethnic Fujianese do also try to 
quest for the rights because they are conducting business in China where is a place 
without proper or sufficient legal protection of the rights of entrepreneurs. Thus, 
through cultivating relationships with officials that would allow them to get 
protection for their assets and belongings. As informant G said, "without protection 
from officials, it is quite arduous and labourious to guard your assets. I have seen 
many village fellow's firm are forced to close or rebuild the factory. Of course, the 
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firm has violated the rules, but no good relationship with officials is also a factor." 
Thus, in China, if an entrepreneur want to have proprietary rights, he/she should first 
cultivate network with officials. 
Moreover, cultivating guanxi with higher rank officials allows them to get 
special rights such as the monopoly right in particular field and product. This can be 
seen through informant C,s experience. She has tried her best to cultivate guanxi 
with officials of the hygienic council in order to get an endorsement for the sole 
agency of an anti-cancer medicine in Jinjiang. She understood pretty well why the 
anti-cancer producer granted the sole agent of Fijian permission for her, "there are 
many competitors in the game and why can I get it because they know I have good 
relationships with local officials, they want to use my supporting networks and the 
status of huaqiao, so that the product can enjoy special privileges." However, what 
she needs further is to get the permission from the Council and fortunately owing to 
the good friendships with these officials, she gets what she wants. She concluded 
that "the proprietary rights are in the officials' hand, who has good guanxi with them 
would get the rights. This is the rule of the game." In fact, these cases are very 
common not only in Jinjiang but throughout China. 
Social and Political Legitimacy (Co-operation) 
Cultivating guanxi with authorities helps ethnic Fujianese entrepreneurs to 
conduct business in China. Further step ahead, forming partnership or co-operate 
with officials and state enterprises could ease more difficulties. This is because they 
can become part of the powerful that can ease if not eliminate many difficulties. 
Besides, the partnership is a symbol of social and political legitimacy. In the 
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interview, a manager in a famous Anhai enterprise (informant N) told me the 
development ofthe firm which isjust the case. Through forming ajoint venture with 
a local state enterprise in 1985, a small scale ethnic Fujianese firm can expand its 
scale and becomes an outstanding enterprise not only in the town, but also in Fujian. 
The reason ofbeing expanding so quickly, as the manager explained, “they (refers to 
the local partners and most of them are farmers before the joint venture was formed) 
did not know what were the rules of setting up a firm as well as what management 
skills are required. What did they have were the relationships with the authorities in 
the upper bureaucracy and familiar with the public." As the local state enterprise 
acts as a shield against the harassment from the government, they will be able to 
obtain good social and political legitimacy that enables the firm to succeed. 
Intra-firm Networks 
The key mechanism in intra-firm networks is familism which is a unique 
subject in traditional Chinese culture. The networks are based on personal 
relationships, centered particularly around the family and its immediate circle of 
social actors. The information from the interviews shows that familism can be 
divided into two main types, they are utilitarianistic familism and entrepreneurial 
familism. 
Utilitarianistic Familism 
Familism or family business, without doubt, has been the predominant mode 
of business organization among the ethnic Chinese firms (Wong 1983; Lin 1983; 
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Mackie, 1992). According to the information I obtained during the interviews in 
Jinjiang, parallels are found. Familism really plays a crucial role in small scale firms 
as most of them are organized in the form of family oriented firms, I am trying to 
analogize them into two major types according to their inherent characteristics: seven 
out of fifteen firms are under the utilitarianistic familism, and the other five are 
affected by entrepreneurial familism. This means that twelve out of the fifteen firms 
under study formulated in this unique cultural configuration. But what is 
utilitarianistic familism and what are its characteristics? 
Basically, according to Lau's definition, utilitarianistic familism is "the 
normative and behavioural tendency of all individual to place his familial interest 
above the interests of society and other individuals and groups... Moreover, among 
familial interests, material interests take priority over non-material interests" (1982: 
72). Apparently, family interest is the focal point that each family member should 
put the interest of the family in the topmost priority. It seems quite true in 
informants' firm, informant H said that “all the directors in the firm are mostly 
concerned with the profit of the firm. This is our privity." However, it is not the 
full picture. Informant L said that "making money is important, but the development 
of the county is also vital." Another informant (Mr. F) explained his view point, 
“setting up the firm, of course is for the interest of all the family members. I should 
provide a good environment for my children to develop their career." From the 
statement, the interest of family seems not equal to what Lau described as material 
interest but the development of the entrepreneurs' children's career. Moreover, 
although informant F deeply realized the importance of cultivating guanxi with 
officials, he still advises his children who manage the firm in Jinjiang should not 
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engage in any kind of transactions with officials. Thus, utilitarianistic familism of 
informants are not straightly and absolutely equal to Lau's definition but contain its 
characteristics. 
Nowadays, although most studies carried out on Chinese family firms have 
tended to concentrate on small-scale business organizations (Omohundro 1981; Lim 
and Gosling et al. 1983), this has led some scholars to question the general 
application of familism in the organization of large business enterprises. These 
studies leave the question open whether Chinese family firms can be organized on a 
larger scale (Hamilton and Kao 1990). In fact, some argued that Chinese family 
principles are only applicable in small-scale businesses: “Families may be the 
greatest obstacle to further, capital-intensive development, for they are insular and 
atomistic, and their resources are limited and subject to periodic break up" 
(Greenhalgh 1984: 529). Others suggest that family firms are inadequate and may 
even retard the development of the businesses enterprises. 
Whether these arguments are true or not? It is rather controversial and 
difficult to give an exact answer. However, in fact, familism is not only found in 
small scale firms, it can also be easily found among the ethnic Fujianese 
transnational corporations. Indonesian tycoon Mochtair Riady's Lippo Group is a 
typical example. Riady family has never given up its ownership and control of the 
corporation. Although Mochtair Riady retired his chairman status, he is the honorary 
chairman of the enterprise, he is still the decision maker and his influence in the 
company is great. Today, key management of the firm has passed onto the second 
generation, his sons Stephen Riady who is the chairman and James Riady is the 
director of the Corporation. 
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Moreover, at the same time most of these large public-listed corporations 
have also injected new management to the traditional management methods. The 
popular way is to employ professional executives to run the enterprises. From the 
case of Lippo Group, although Mochtair Riady and his sons occupy important posts 
in the Company, it has been managed by professional executives. Mr. John Luen 
Wai Lee is the managing director of the Group. 
Entrepreneurial Familism 
Despite utilitarianistic familism, entrepreneurial familism also occupies a 
significant seat among the ethnic Fujianese entrepreneurs. As I have pointed out 
previously that there are one third of interviewed firms are owned by a sole 
entrepreneur. 
It goes without saying that setting up an overseas venture is very challenging. 
However, coming home to set up an enterprise from overseas is no easier. In the new 
or less than familiar geography and environment, an entrepreneur should encounter 
different kinds of difficulties. He/She firstly faces the obstacles in management ofa 
firm such as find a proper place for the firm, human resource development and 
communicate with different firms in order to build good relationships with other 
businessmen in the same sector. Moreover, he/she should bargain with officials 
from different departments and councils; satisfies relatives and kins' materialistic 
wants and asking for help. All these troubles would be bome solely by the 
entrepreneurs, informant C shared her experience that "although I was bom in 
Jinjiang, I also required to rebuild my own personal networks with relatives, 
colleagues and friends because we have not seen each other for more than ten years. 
122 
It needs time to ‘reheat, our sentiments." Informant M also said, “cultivating 
networks with officials, business partners and friends are very challenging, it needs 
time and great enthusiasm which is a trial to test the ability of an entrepreneur." 
Thus the attitude and the ability of an entrepreneur to handle and overcome these 
problems such as the capability of network exploration and formation would affect 
the success of a firm (Federation ofHong Kong Industries 1992). 
Furthermore, ethnic Fujianese entrepreneurs contain greater likelihood of 
internalizing overseas markets. Within their psyche, there are deep seated and 
culturally embedded desires of self-ownership and autonomy in decision making 
(Bond 1986; Redding 1990). Moreover, most of them have a strong beliefthat they 
should be successful in business before they go back to their ancestral homes. 
"Ethnic Fujianese always enjoy good reputation and prestige, however we also bear 
greater pressure since normal people commonly believe that we are rich and must 
have eamed a lot of money in overseas" (informant A and informant J). Thus when 
they go home, they will eager to set up factories and companies in order to show 
their village fellows how successful and rich they are. 
Inter-Firm Networks 
Inter-firm network is a kind of network which is popular and prevalently 
practiced among the ethnic Fujianese entrepreneurs circles. The reason seems simple, 
it is because most of these entrepreneurs have built their friendships and ancestral 
links well before they left mainland China. These include the relationships with 
classmates, teachers, acquaintance, playmates, swom brothers, kin and relatives, and 
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Other associates. Nevertheless, this kind of relationships are mainly relied on three 
mechanisms: blood relationship of kinship, the role of intermediary, reciprocity and 
obligations of friends. 
Blood Relationship ofKinship 
Chinese believe that "blood is thicker than water”，so the role of kinship 
occupies rather important position in their hearts. This idea also embeds in most of 
the ethnic Fujianese entrepreneurs' hearts. Some of them are particularly 
emphasized on the blood relationship with kins and relatives no matter they are in 
domicile countries or in Jinjiang. However, some of them value the closeness of 
relationships to a great extent just like informant H, “I do not want to employ other 
less closer relatives or friends because I do not tmst them even." Ifthe relationship 
is not close enough, they will less tmst the person. When he found the relatives 
whom he trusted, he decided to set up a firm. “The reason is simple that my brother-
in-law and sister-in-law can help me to manage the firm since they have good 
knowledge in trading business. My brother-in-law is a senior supervisor in a sub-
branch of an international corporation and my sister-in-law is a graduate in business 
studies at Amoy University. Although the former cannot work full time in my firm, 
he helps me when he has time. Moreover, he will give me update information about 
the market and new economic policies that will be carried out by the government. 
Thus, I know more and earlier than other businessmen." In his conversation shows 
clearly that he is happy and proud to employ his sister and brother-in-law, but more 
importantly is that his wife also works in the firm that he can unreservedly trust her. 
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The Role of Intermediary 
Friend is an important source in guanxi cultivation, surely their roles should 
not be neglected. However in the Fujianese society, an individual is not willing to 
cultivate guanxi with a stranger or a foreigner, thus when entrepreneurs want to 
cultivate guanxi, they should first find an intermediary which acts as an middleman 
to introduce them to their target person. 
To be an intermediary {zhongjianren) is rather difficult, this person should be 
famous in the area with an extensive network, i.e. he/she knows a lot of people in 
different economic sectors and different social ladders. Moreover, he/she should 
have gregarious and sociable characters. In the interview, I met a famous woman in 
Jinjiang who always acts as an intermediary. As Mrs. K described herselfthat ‘‘I am 
an outgoing person and I really eager to meet friends, thus everybody can be my 
friends. Some friends told me that my enthusiastic personality helps me to have so 
many friends" 
As she is a famous person in Jinjiang, thus "some of [her] friends really want 
to do business with [her]. Friends from Hong Kong, the Philippines and Indonesia 
have invited [her] to cooperate with them in business for many times but [she] does 
not want to engage in their ventures." She (Mrs. K) does not want to become 
business partners because she really understands that political campaigns are very 
common in China, as she said, “I have seen many officials, universities' professors 
and institution leaders engaged in businesses and eventually lost all their money and 
positions." Thus, shejust wants to be a go between in helping her friends that "when 
they invite me, I will introduce some of the local reliable business enterprises for 
them. This kind of relationships is better than I participate in real terms because the 
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risk of doing business is very high in China. You know, although I am an official 
{guan) and I know many officials, my power is not enough to ensure all the things go 
well." 
After understanding the role of a go between, it is necessary to comprehend 
how the go between works. Informant A gets help from his best friend who had been 
the head of Hygienic Council in Jinjiang, conducted as a mediator to introduce some 
of his friends to informant A. “I really need a powerful and well-known person to 
help me because I want to get my medical permission for my potent medicine 
urgently. However, what I have known were not enough powerful to help me in the 
case even my best friend. Fortunately, he introduced his colleagues who worked at 
Central Hygienic Bureau (CHB) in Beijing to me that indeed help me to solve the 
problem. Through his networks and relationships, I can get help from his friends 
although I do not know them before. After the introduction by my best friend in a 
banquet, we drank wine and sang karaoke together and our gap became shortened. 
The official in the Bureau said to me that ‘we are in the same boat, yours problem is 
my problem.' and I began to negotiate with him about our deal two weeks later." 
Informant A pointed out that his best friend is an excellent mediator. As he 
commented, "introduction needs prestige and face, when you want to introduce 
somebody, you should have face and reputation enough for the target person to be 
willing to help you, otherwise, they will not help." Thus, he was highly impressed 
and pleased of what his best friend did for him. He said, "without his introduction, I 
could not get the permission and thus my business in Jinjiang would be coming to an 
end." 
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Reciprocity and Obligations ofFriends 
Outside the socialist China, many ethnic Chinese entrepreneurs would first 
exploit their personal networks when they are going to invest transnationally. It 
works either the owner will approach personal friends or business associates who 
he/she trusts and has known for a long time, as informant A said, “friends in Jinjiang 
help me a lot in doing business in China. Friendships built in youth period are pure 
and more genuine than those we met in the business circle. Although we have not 
seen each other for more than ten years, we still have strong sentiment with each 
other.，， The other way is to approach the owner and ask for joint venture or 
cooperation but this method is less common. Ethnic Fujianese entrepreneurs rely 
much more on friends rather than contacting a stranger because they are strongly 
believed that there is a reciprocity and social obligation among friends. Informant M 
showed his ideas on the issue that "friends are the best helpers in my business, I am 
too glad to have a group of swom brothers that we can talk, share and discuss with 
each other, other people call our group as 'Jinjiang four brothers' because our 
friendships are so long and deep. We have promised each other that no one in the 
group will get lost because we will try our best to help the one to overcome 
difficulties." The obligation really recalls the heart of many ethnic Fujianese 
entrepreneurs especially they are conducting their business in domiciled overseas. 
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BENEFITS OF BUILDING NETWORKS 
Cultivating good personal relations with others can help entrepreneurs access 
to different kinds of benefits (Fig. 4.2). Ethnic Fujianese entrepreneurs come to a 
“new” or “less than familiar" environment that the difficulties and problems will be 
different from their domiciled countries. Thus, they will try their best to maximize 
their networks with different people in different economic sectors, in order to 
overcome the obstacles and hurdles. 
Through cultivating three kinds of networks, they can access to different 
benefits. As extra-firm networks are the political connections with officials and 
leaders of institutions who are powerful and have high privileges in the society, so 
building good relationships with them would gain the right of entry to protection and 
profits. On the other side, intra-firm networks are more emphasized on the personal 
accomplishment by entrepreneurs and their family members. These include reliable 
management, personal achievement and fast decision making. While inter-firm 
networks enjoy benefits of minimizing risk, obtaining information, and mutual 
exchange with their friends and kins. 
Extra-firm Networks 
From the above shows that the greater autonomy in the local area gives local 
authorities more power in managing economic activities, especially in foreign direct 
investment (FDI). This is also the content of extra-firm connection between 
entrepreneurs and local officials, because cultivating good connections and coalitions 
with the local bureaucrats allow them accessing to profit and protection in China. 
128 
Figure 4. 2: The Advantages of Cultivating Networks 
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Access to Profit 
The resources controlled by the local bureaucracy are vast which are 
important for entrepreneurs. They include setting price to previously unpriced 
assets, access to financial capital, permission to trade in restricted products and 
engagement in direct foreign trade, and granting advantages in the handling of 
routine administrative procedures that can confer competitive advantage. These 
resources are the supports for development of private business and are energetically 
sought by entrepreneurs. 
Firstly, entrepreneurs seek access to scarce commodities and raw materials. 
Before 1980, the prices of commodities produced by state enterprises were set by 
administrative fiat. Under the two-tiers price system began in 1980，enterprises 
could gradually sell or purchase them at market prices which is usually much higher 
than administrative prices. Thus, any enterprises or individual that can obtain 
valuable commodities at administrative prices and resell at market price can reap 
large profits. However, I cannot find any typical case in the interviews. 
Secondly, entrepreneurs can be profited if they access to financial capital. As 
bank officials have wide discretion both in approving loans and in setting the interest 
rates. Thus, cultivating good relations with bank officials allows them access to 
financial capital. As informant A said, “if you can find a powerful person as your 
guarantor, you can borrow unlimited loans from banks. In China, you do not need to 
have any asset for mortgage but a powerM person." Unlimited loan with no asset 
for mortgage seem impossible in developed countries, but it is possible when an 
entrepreneur gets good guanxi in China. 
Moreover, access to officials may have the legal status to conduct foreign 
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trade, have easier to bypass restriction on licensed private business and can obtain 
the public status by forming ajoint venture which allows them to enjoy the benefit of 
public enterprises. A famous Anhai enterprise is the case. As informant N (the 
manager of the firm) said that the firm set up in Hong Kong by the president was 
originally a small scale firm, but after he formed ajoint venture with a small state 
enterprise, the firm expanded very quickly because the local partners acted as the 
representative to handle all kinds of administrative work which could minimize all 
kinds ofharassment. In fact, their role has been very successful that are able to “kick 
out" all the problems since their relationships with the local officials are excellent. I 
also got the same impression during the fieldwork with some local officials, I saw 
the representatives of the local partner of the firm discussing with them about the 
proposal of selling its stock in the Hong Kong stock market while the replies from 
officials are rather positive that they are supporting the conviction. 
Assess to Protection 
The bureaucracy can also interfere with or obstruct private business in many 
ways. Some involve the harassment of entrepreneurs by administrative measures 
and sanctions. Others include policy actions emanating directly from the central 
state, such as sudden policy shifts and extraordinary bureaucratic campaigns, the 
implementation of which is in the hands oflocal officials. 
First, entrepreneurs seek protection from local bureaucratic harassment. 
Harassment consists of employing complex administrative procedures, charging 
surcharges and fees, and making strict adherence to rarely enforced regulations. 
Moreover, central policies tend to change suddenly. It is common to see that 
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practices which have been encouraged by the central government in one period are 
unexpectedly proscribed and condemned in the other. By cultivating ties with 
officials, entrepreneurs seek to ensure both that these officials will not harass them 
and that they will intervene to protect them when other officials do so. Moreover, 
entrepreneurs seek protection from arbitrary local sanctions. Officials can impose 
fines and confiscate goods, regardless of whether an entrepreneur has committed an 
infraction or not. Indeed, sanctions are often used to generate an income for bureaus 
(Wank 1995). However, I cannot find any information through informants' mouths 
that they are harassed from local officials in their county. On the contrary, informant 
G told his experience that the local officials are rather moderate, equable and easy to 
negotiate. Although his firm break the environmental rules, he negotiated with the 
official that can bypass all the restrictions and set up the firm nearby a large piece of 
farmland. However, when I asked did he give money or presents to them, he did not 
answer the question directly, but said, “I should give them something to express my 
indebted and appreciative attitude. They did not force me to give them before they 
allowed my firm to set up. Honest speaking, the quality ofthe local officials in my 
province is quite good." It is rather difficult to say they are bribed and corrupted 
each other, but surely, cultivating good relationships with officials can get 
protection. 
Last but not the least, entrepreneurs seek protection during the bureaucratic 
campaigns. These are extraordinary state interventions which targeted to solve some 
country-wide problems through more routine regulatory measures. There are several 
types of campaigns in China. One is the economic rectification (jingji zhengdun) 
campaign that targets problematic economic institutions. Other forms are clean 
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government {lian zheng) campaigns that focus on corruption and economic crimes 
committed by individuals, and tax-investigation campaigns (shuishou dajiancha). 
Needless to say, entrepreneurs seek to cultivate officials who can fore wam them of 
forthcoming campaigns and ensure they are not assorted as transgressors. However 
sometimes, these campaigns may large enough that even "kick out" the powerful 
official. Informant A，s best friend is just the case. He is the head of Hygienic 
Council in Jinjiang who can be regarded as the powerful authority in the local area. 
In 1994 clean government campaign, he was unfortunately forced to depart from his 
position, his prestige and reputation were all gone during this campaign. As it 
happens, informant A also lost a good supporter in his business. 
The degree of autonomy of local officials and the deep rooted culture of 
"policies from the top, counterstrategies at the bottom" {shang you zhengce xia you 
duece) in the bureaucracy has blossomed extra-firm network building (Yang 1989, 
1994; Hsing 1996). 
Intra-firm Networks 
The advantages of intra-firm networks are rather magnificent. Scholars 
always highly recommend the benefit of fast decision making in a family-oriented 
firm and a sole-owned firm. Moreover, to ethnic Fujianese entrepreneurs, they also 
urge the advances of reliable management and personal achievement. 
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Reliable Management 
As I have pointed out before, Fujianese are not easy to trust others especially 
in the business world. What do they trust are their family members who have blood 
relationships. Informant H pointed out his ideas that "in a nutshell, it is better to 
trust those who have blood relationships {xue yang guanxi) with you because blood 
is thicker than water, they will not cheat me. In fact, they help me a lot in managing 
my firm in Jinjiang." Moreover, the closest relationship is particularly refereed to 
the nuclear family since in their minds, family simply only include husband, wife, 
sons and daughters. They live together and know each other the best, thus they are 
the most reliable person. As Informant F said, "My family members manage the 
firm successfully and I do not need any help from my relatives and kins. They are 
unreliable and 'eat' their promises." The speech shows his management believes 
that his company contains typical traditional Chinese management style that he is the 
president while his sons and daughter are responsible to different sectors in the firm. 
Furthermore, some of them would suggest that their wives are their closest business 
partner, as informant G and informant H urged that their wives who are the most 
reliable person they can absolutely trust. 
It is very vital for an entrepreneur to find a reliable person in order to help 
him/her to overcome difficulties in a new environment. As most of the ethnic 
Fujianese entrepreneurs are the "astronauts" who are always travelling between the 
domiciles and their ancestral homeland, thus a reliable and trusteed person helps 
them to ensure the smooth operation of firms. 
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Fast Decision Making 
Surely, fast decision making is one of the typical advantages of family-
oriented firms. As the managers of a firm are family members, it is much easier for 
them to talk and discuss with each other. This advantage particularly shows it 
importance when the firm gets problems since all the family members can be united 
to pull together to look for cures. We can see the successful example by looking at 
informant F's case. "Although I do not participate the management ofthe firm, I am 
very glad to see my children are united and willing to discuss with each other when 
something wrong happened. My elder son can always find out cures after discussing 
with the two younger kids and they will go to find their friends to help them. It is 
interesting that sometimes when I asked them what's going of the problem, they 
would tell me the problem had solved." Moreover, the decision making in the firms 
that solely owned by entrepreneur will be even quicker. They can make the decision 
quickly when problems are still in formulation stages, they can exercise their 
judgment or adjust resolution before or immediately when government policies 
change. As informant C concluded that “I am the president, the manager, sales and 
decision maker, all of the stuff of the company are beared on my shoulder and I 
should overcome all of the obstacles by myself." 
Personal Achievement 
Other than the visible benefits in running a business, sometimes 
entrepreneurs also hope to gain psychological achievement. As most of the 
informants have pointed out that conducting business in China is rather difficult as 
"thousands of problems are always chasing after them，，，thus, the demand of input 
135 
and ability from entrepreneurs would be great. However if entrepreneurs can fulfill 
the planning targets, finish their projects with good retums and can solve the 
encountered problems, the sense of achievement of entrepreneurs would also be 
great. This can be seen through informant G,s case. His firm violated the 
environmental regulations in Anhai, Jinjiang and was nearly to be prosecuted by the 
local officials. Since he dismantled his ancestral estate and set up a toy company 
with three sides of the factory surrounded by farmlands. This caused serious water 
and land pollution which enormously affected the nearby farmers. As a result, he 
went to negotiate with the county government and argued with the officials that “I 
went to invest in Anhai because I complied what Deng's exhortation that ethnic 
Chinese should try their best to construct and help their ancestral hometown. And 
now I was coming to help my hometown to develop but all of you did not cooperate 
with me. I would like to ask whether environmental problem or economic 
development of Anhai was more important." After debating with officials for more 
than two hours, he was allowed to continue even it is still polluting the surrounding 
farmlands. As he said, “I was proud that I have such courage and eloquence to 
negotiate with officials." 
Moreover, entrepreneurs also want to keep the sense of successfulness by 
cultivating extensive networks. Most of the informant entrepreneurs told me that 
they should try their best to cultivate guanxi networks in Fujian because they do not 
want to lose the "faces" {diou mianzi) and sometimes they enjoy the admiration and 
praises from their friends and relatives. Informant A said “ I am as a Hong Kong 
guest, I must have an elegant and well polished throughout image before my friends, 
having an ample networks with powerful officials and business partners would show 
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special status." Informant C also said, “ its rather hard to cultivate guanxi, but 
guami cultivating helps my business and successful in business would also help me 
to get ‘face’ among the relatives and friends {ai mianzi).” 
Inter-firm Networks 
Inter-firm networks emphasized on the relations between friends and 
relatives. Although there is no hostile gaze in their ancestral homeland, there is still 
full of obstacles and problems in the new environment. As a result, ethnic Fujianese 
entrepreneurs are eager to cultivate guanxi with business partners of the same trade. 
This kind of relationships can help entrepreneurs to minimize risks and obtain 
information because they can share update and secret information among the team. 
Sometimes, they cooperate in business and form alliance with each other that can 
also enjoy the benefit of mutual exchange. 
Obtaining Information 
Information exchange is very important in conducting business, especially in 
China. Each month, there are thousands and thousands types of new products 
thrusting out to market, if entrepreneurs do not know the update information about 
their business sectors, they will not able to compete with other business competitors. 
According to informant entrepreneurs, building networks with friends and relatives 
would surely help them to obtain information. Informant H said, “My brother-in-law 
is a senior supervisor in a sub-branch of an international corporation ... he will give 
me update information about the market and new economic policies that will be 
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carried out by the government. Thus, I can know more and earlier than other 
businessmen." Informant C also said that "update information can be obtained only 
when you talk with the people who are in the business... So I will always invite them 
(drugstore sales) individually to have dinner together when I back to Jinjiang, this is 
useful because I can get the update information about the market from them. They 
are my 'information detector，. In a nutshell, building inter-firm networks by 
entrepreneurs can obtain and share update information among each other which 
would drive them to the road of success since latest information can minimize risk 
and thus maximize their profits. 
Minimizing Risk 
The risk of conducting business in China is rather great. As the legal 
frameworks are not yet well developed, so the protection for entrepreneurs' assets 
and innovations are substantially lacked. What can ethnic Fujianese entrepreneurs 
do in order to overcome such huge risk and annoyance? The answer probably is 
keeping contacts with their friends and partners. As informant A said "nothing can 
be done by entrepreneurs in China except cultivating networks and keeping close 
contacts with business partners. My best friend sometimes provides secret 
information to me such as policy change and new regulations by the government that 
allows me to adjust my decision. Luckily, I can evade and minimize the risk while at 
the same time I can eam more money. To talk big, my friends are my haven." 
Another informant (C) also expressed her view point, "risk is very high in China but 
retum may also be good, what you need is to cultivate guanxi networks with 
different people that can help you to minimize risk. I know a lot of businessmen in 
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seminars and banquets which helps me to reduce the risk." Obviously, entrepreneurs 
with extensive networks would help them to minimize risk when they are conducting 
business in China. 
Mutual Exchange 
Competition in business world are exceedingly intense and violence, but 
sometimes, entrepreneurs can also get common interest with their business 
competitors and partners. It is much easy to understand through a case. Informant 
A and informant C are conducting potent medicine trading business in Fujian with 
their own firms. It is quite logical that they will compete with each other. However, 
in fact, they are good business partners and good friends. Informant A explained that 
“I knew her (informant C) after the introduction by my best friend in a banquet and 
after several meetings, we began to co-operate in business trading. Because I cannot 
stay in Jinjiang continuously, I must find an agent to help me to open the market. 
She is a professional in this field since she has participated in this sector for more 
than ten years. She has perfect networks with other agents, sales, doctors and nurses, 
even some officials. So I give her my products and she helps me to open the market. 
While at the same time, I also help her to promote her products in Hong Kong. We 
have cooperated for more than five years and our cooperation is flawless.，， 
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SUMMARY 
It suffices to conclude that the necessity of cultivating guanxi is manifested 
and reinforced by its economic, social and political functions in everyday life. Thus, 
ethnic Fujianese entrepreneurs cultivating guanxi will do so according to different 
atmospheres and resulted in three main types of networks: extra-firm networks, intra-
firm networks and inter-firm networks (Fig. 4.3). 
In extra-firm networks, the entrepreneurs understand that cultivating political 
connections with authorities is the number one important task they should do 
because of the weal legal framework, flimsy bureaucracy and greater autonomy in 
the local area. By cultivating good guanxi with officials, they can access to profit 
and protection through the mechanisms of the importance of power, proprietary right 
and social and political legitimacy. 
Most of the ethnic Fujianese entrepreneurs have strong cultural affinity, 
ancestral ties and the person they can trust in their hometowns which are the 
valuable assets in intra-firm and inter-firm networks. Surely, under the influence of 
utilitarianistic and entrepreneurial familism, they are able to get several advantages 
such as reliable management, fast decision making and obtain personal achievement. 
Moreover, with the strong believes of reciprocity and obligations among friends and 
kinsmen, they can also minimize risk, obtain information and get mutual exchange. 
Nevertheless, ethnic Fujianese entrepreneurs are eager to cultivate guanxi with 
different people. This kind of activities will expand and enrich their network 
systems, and further help to overcome the difficulties and hurdles in their homeward 






































































































































































































































































































































































































































































































































































































































































ENTREPRENEURS AND GUANXI 
INTRODUCTION 
After investigating the nature, motivations, functions and benefits of three 
kinds of networks cultivation by ethnic Fujianese entrepreneurs in Chapter 4, this 
chapter is to investigate how exactly do these entrepreneurs cultivate their guanxi. 
Obviously, the importance of guanxi has been noticed by many specialists 
and economists (Lee Kuan Yew 1993; Kotkin 1993; Kao, J. 1993; Tracy, Yip and 
Tracy 1996). In the international business arenas, the guanxi capitalism is always 
regarded as a major contributor to the economic success of ethnic Chinese. 
Moreover in China, cultivating guanxi is a well known phenomenon. Its importance 
in both rural and urban areas, in traditional and contemporary China has also been 
discussed by many scholars (Yang 1986, 1989, 1994; Yan 1996a, 1996b; Kipnis 
1996,1997; Wank 1995; Hsing 1996, 1997; Walder 1986; Gold 1985). 
In this chapter, I am going to investigate how do ethnic Fujianese 
entrepreneurs cultivate their personal relationships, mainly emphasising on the 
tactics and technical skills of an entrepreneur. Moreover, I shall access their 
attitudes of cultivating guanxi and the performance of their business after forming 
personal networks. Furthermore, I shall examine the characteristics of successful 
firms formed by these informant businessmen. But before going ahead, I shall firstly 
look into the dimensions of personal networks. 
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DIMENSIONS OF PERSONAL RELATIONS 
"Personal connection" is a kind of social relations (shehui guanxi). People 
who live in the society will always actively participate in situations and involve 
social exchange. Apparently society is changing, the personal behaviours and social 
activities dealing in the community are also modifying according to the changes of 
the social environment. Thus personal relations contain different dimensions. 
Broadly speaking, the pre-eminent characteristic of personal relations in China today 
can be divided into two main forms. The first is the traditional sentimental 
particularistic ties which is particularly popular in countryside; the second form is 
the economic-oriented instrumental relations that mainly found in the urban area. 
Rural Vs Urban 
In rural areas, the main devices of governing social relations are familism, 
kinship and neighbourhood, so ganqing and renqing are important in guanxi 
cultivation (see Chapter 1). The harmonious relationship among each other is what 
the traditional Chinese society particularly concerns, with the fact that the population 
mobility in mral areas are rather low, so their personal networks are nearly 
permanent because the people in the networks are the villagers they have known. 
Thus, it is not difficult to think that the ethics of renqing occupies a vital position in 
guanxi cultivation and villagers always have strong emotional affinity among each 
other. Under the guidance of renqing, even they want to pursue personal interests, 
renqing is intermingled strongly with the fulfilment of moral obligations and 
emotional attachments. The value of guanxi cultivation lies in sustaining a long-
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term order of social life and provides an effective means for achieving personal 
goals. 
However, in urban area although guanxi still contain ganqing, it is much 
more instrumental and utilitarian. Guanxi in civic society becomes a means of 
getting things done and renqing is reduced to an exchangeable resource. As the life 
beat in cities are rusher and busier, people are less willing to do with the cultural 
construction of personhood. Some of the old informants regret the immersion of 
personal relationships, as informant L sighed: "before, the relationships among 
villagers in my village were excellent. Everybody treated each other as his/her 
family member. But now my village becomes a modem town, a lot of strangers 
rushed into the village that effectuates our harmonious social relationships to an 
end." From informant L's malcontent speech, it is easy to understand why guanxi in 
urban area is often regarded as a recent new product and culturally rootless personal 
relations. 
Moreover, local officials in these two areas also have different attitudes 
toward overseas investors. Distinctly, officials in cities such as Xiamen and 
Quanzhou have more chances to meet and keep in contact with foreign investors, this 
means they have more opportunities to see the outside world which result in higher 
desideratum. The versant informants are especially familiar because they have many 
chances to have dealings with these officials. Informant M said that "it is very 
difficult to cultivate guanxi with large cities' officials, they are knowledgeable and 
have good social communication skills. They are not easy to show their wants and 
desires. Generally, they are not going to be friend with new investors because they 
do not trust them. Only when you get friendly with them, they will sometimes tell 
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what they want, not directly but embodying with hints. As their implications are 
ambiguous, if you are not smart enough, you will lose the clue(s) and at the same 
time their ‘door of convenience' will also be closed." Another informant (C) called 
them as "old cunning foxes", she said, "they are experienced and astute that they 
understand the rules of game perfectly, for example, they will not receive gifts and 
presents in the social intercourse. If you present gifts to them directly, they will also 
reject your gifts, and at the same time they will not meet you in private again." They 
are so careful and scrupulous because the political campaigns notably the anti-
corruption campaigns are common in China, especially in the urban areas. 
On the contrary, officials in rural areas are much more easy going and 
straight forward. They will show their aspirations and needs candidly via their 
mouth or the mouths of their subordinates. Informant L highly appreciated officials 
of his village, "they are diligent and willing to help. They never request gifts or 
money before they help me but this is common in other areas." Informant A also 
said that "officials in small towns are less greedy and less acting imprudently. If 
they want something, they will place their cards on the table. Last Lunar New Year, 
I bought two golden Parker pens to the leader of the village, he was so happy and 
said ‘thank you’ for more than ten times.，， 
From above, nobody will disagree that there is a great contrast of personal 
relations between rural and urban areas. The economic reforms fundamentally set 
most of the citizens' mind that conducting business and economic development are 
the two basic ways to improve their living standard. However to rural people, the 
influence of reforms, to a certain extent are much less. They remain living in a 
closer "particularistic ties" society but at the same time they will be more often to 
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deal with people from the outside world which means that they also need to cultivate 
new short-term and instrumental personal connections. 
Sentimental Relations Vs Instrumental Relationship 
Guanxi can be divided into the dichotomy of sentimental relations and 
instrumental connections because it is a complex concept for understanding 
interpersonal relations in China. Jacobs observed that guanxi mainly contains the 
characteristics of"particularistic ties" (1979: 238) in the late 1970s. On the contrary, 
Walder defined guanxi as "instrumental personal ties" (1986: 179) which is 
associated with the usefulness of guanxi. Both of these concepts are applicable at 
that moment because the definition of guanxi changes with the society and the two 
concepts are not mutually exclusive. 
It is commonly believed by scholars that relationships in mral areas contain 
more sentiment and affectionate (Kipnis 1996, 1997; Yan 1996a, 1996b; Yang 1986, 
1994). Surely, in traditional Chinese society, the primacy of personal relations is 
sentiment. It is also the main root of "particularistic ties" which act as the linkages 
between family members, kinsmen and friends in order to make the relations closer 
and deeper. Moreover, what do people value such as “talk anything without 
precaution" and “open their heart to" should have a common base of emotional 
affinity. Thus, it is true that sentiment plays an important role in cultivating long 
term and real guanxi. 
However, guanxi networks as the very foundation of the society in which 
people live, cannot be merely as webs of sentimental feelings. Instead, it has become 
a web of connections which has a special flmction in advancing an individual's 
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personal interest. 
Instrumental relationships are characterized with temporary and utilitarian 
nature. If the motivation of cultivating guanxi of an individual is to get benefits or 
access to protection, the connection will basically focus on personal interests and 
certainly it will not last for long since the relationship will end when the task 
finished. Moreover, the relationship contain less sentiment and emotional affinity 
because both of the actors do not have genuine friendship amongst them. 
As Yang contrasted these two kinds of relationships and concluded: 
The art of guawci arose as a way to defuse and subvert the elaborate regulations that 
the state redistributive economy has imposed on everyday life. It is in this 
engagement with the state that the art of guanxi becomes more instrumental, hardened, 
cynical, and politicized than renqing. In addition, the guawci gift economy has also 
served in many ways as a substitute for market relations, which were severely 
curtailed by the redistributive and planned economy of state socialism. It is in this 
process that the art ofguami has become instrumentalized and commodified to a great 
extent into means-ends relationships (Yang, 1994: 320). 
Cultivating instrumental guanxi can supplement the weakness of the market 
as Yang argued while ethnic Fujianese entrepreneurs also recognized its importance. 
Informant A deeply comprehends the significance of utilitarian relationships during 
the process of getting permission from the Central Hygienic Bureau (CHB), as he 
said, "regulations and laws, sometimes can be changed if you are able to cultivate 
guanxi with officials (instrumental relationships), in spite of the fact that we are not 
friends, we can link up through money and gifts." Assuredly when more and more 
investors from overseas, instrumental relationships will be dominant in China. 
To sum up here that guanxi is more instrumental in urban areas which 
economic instrumentalism is the main factor in explaining this phenomenon. 
However, urbanites do have guawci with friends and relatives. More importantly, no 
matter how instrumental their purposes, urbanites invoke the language of kinship, 
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renqing, and gifts to distinguish their actions from pure economic or politics. 
Guanxi Mentality Vs Economic Mentality 
The meaning of guanxi has changed after the economic reforms that cash 
nexus has sneaked into the simple particularistic ties. Guanxi in traditional Chinese 
society stresses the importance of ganqing and renqing while after China opens her 
door, people shift their attentions to economic activities. The phenomenon of people 
abandoned their occupation and engaged in business are very common. Moreover, 
ethnic Fujianese entrepreneurs are also influenced by the shift. Although some of 
them get traditional guanxi mentality such as ancestral linkages with their village 
fellows and friends, they also eager to cultivate networks with outsiders who are 
powerful because they want to eam profit and get protection, thus, these economic 
mentality pushes entrepreneurs rely much on instrumental relationships. 
This phenomenon can also be noticed in the interviews that many informant 
entrepreneurs are using instrumental techniques when they are conducting businesses 
nowadays which is quite different from their beginnings. In the early periods of 
economic reforms, a large number of ethnic Fujianese investors established their 
investment projects through connections with friends or subordinates who either 
have investments in the same location or who have kinship and other personal ties. 
There seems to have a pattem whereby the earliest investors utilized their own kin 
connections with the will to build their hometowns (Smart and Smart 1991). 
Informant G told his investment process and he regarded himself as an "early 
investor". "My factory set up in 1986 which is the second earliest factory formed by 
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overseas investors. Invest in my hometown at that moment was a brave decision 
because before 1990, nobody concerned Fijian, most of the Hong Kong 
entrepreneurs invested in Guandong. But I know I should go because Fujian is my 
home province." Although many of his friends in Hong Kong admonished him but 
dissuade in vain. "My wife and two young kids are in Fujian, this is my 
responsibility to make them live well." The guanxi mentality of informant G drives 
him to invest in their hometown even though he deeply understands that the 
infrastructure and legal frameworks are weak. 
The economic mentality not only brings the ethnic Fujianese entrepreneurs 
directly into contact with necessary local parties, but they are also instrumental in 
speeding up the negotiations. They also make it possible to achieve more favourable 
terms for the investment through a complex process of calling on obligations built 
upon hisy^er local relatives and friends such as informant A. Moreover, they can 
also establish new guanxi and relations of reciprocity between the local officials and 
investors like informant B, C and M. 
Reciprocity {Bao) Vs Corruption/Bribery 
In Chinese expression of the principle of reciprocity is bao which means “to 
respond" or “to retum" (Yang 1986; 1994). However, what are the meanings of "to 
respond" or “to retum"? The answer will not be the same during different periods of 
time: in the traditional Chinese society, social relationships among each other are 
governed by social obligation, thus when people help others, they probably based on 
obligation without inclination. As in the contemporary Chinese society, the mutual 
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support are no longer based on love, respect and social obligation but on money and 
gifts (Yang 1986, 1989，1994; Kipnis 1996, 1997; Wank 1995; Yan 1996a, 1996b; 
Walder 1986). 
This difference can also be seen in the data that I obtained in the interviews. 
Basically, most of the informants find that the major locus is the gargantuan 
bureaucracy because officials are powerful to affect their businesses. So when they 
want to speed up the process of application or to find a powerful person to solve 
their problems, they will try to satisfy the private interests of individual officials, in 
order to get their help in retum or vice versa. For instance, informant A gets his 
permissions speedily by giving a big "red envelop" to an official he has not met 
before. Informant C gives money to doctors and nurses in every calendar month to 
help them to remember her products is another typical example ofbribery. However, 
it is interesting that most of the informants who giving away luxury goods or/and 
money to officials do not regard their act as a kind of bribery or corruption, but a 
process of friendship cultivating. Informant C argued her stand point beautifully, 
"giving gifts or money to officials surely is not cormption^ribery, in fact, this is a 
kind of friendship cultivating and within us, we have strong sentiment. I give them 
gifts because I want to thank their help while they will support me when I need 
somebody's assistance. So presenting gifts and organizing banquets are only the 
rituals in social gatherings. This kind of exchange is not a type of corruption and 
bribery, it isjust the way to build up long term friendship." 
Moreover, according to her argument, the meaning of corruption and bribery 
are not equal to what as defined in the developed countries. To me, she has doubled 
standards in defining the idea of corruption that hers is a kind of friendship 
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cultivating but others like the former mayor ofBeijing, Chan shi-tong's is a kind of 
corruption. As she said, “I do not understand why the public always clamour 
corruption between officials and entrepreneurs. Actually we are not doing evil to 
the society but complement to each other." If the belief of informant C is not 
uncommon among ethnic Fujianese entrepreneurs, then it is easy to guess that why 
corruption in the cadredom is rampant. As a result，the recent huge capital influx by 
ethnic Chinese has changed and modified the dimensions of personal relation in 
contemporary Chinese society. 
ELEMENTS OF GUANXI MANAGEMENT 
Cultivating a set of good guanxi networks with others is an important item in 
business conduction in China. However, first of all it is necessary to know the 
elements of guanxi management because guanxi cultivation comprises its own 
characteristics that inappropriate cultivating method can be regarded as corruption 
and bribery. In the process of networks cultivating，the factors of the orientation 
towards relying on and trusting others, social obligation supplement with the ideas of 
"familiarity" should be considered. In the process of interview, the discussion from 
informant A，C and E are fundamentally useful in the understanding of how the 
guanxi network is constructed among the ethnic Fujianese in general, in Jinjiang the 
study area in particular. 
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Sameness 
Sameness in Chinese is tong, when a person is tong with others that means 
he/she contains a characteristic(s) which is similar to the others. These related 
1 2 3 4 
characteristics include locality (native place) , sumame , kinship , classmate , co-
worker and teacher-student relationships that are basic sameness characteristics used 
by ethnic Fujianese entrepreneurs to cultivate their guanxi prevalently. 
However, when an individual does not have previous basis, he or she may 
invoke other kinds of sameness such as similar interests, hobbies, personal 
experiences and same general occupations (Yang 1986). Certainly, most of these 
familiarity bases are often less sufficient to cultivate up long and lasting networks 
but they may begin as the initial common topics for them to form a link between 
each other. 
Why sameness is so important in guanxi management? This is because when 
an individual wants to have a base for cultivating networks and further cultivating 
closer relationships, having a commonality of shared identification between two or 
more people is the prerequisite. In other words, the main function of these 
commonalties is to act as a bridge or a base to link two strangers together and to 
become friends. As Jacobs (1978: 41) wrote, "in Chinese culture, a base for a guanxi 
depends upon two or more persons having a commonality of shared identification." 
Thus, individual who contains certain extents of "sameness" {tong) with others is 
1 Locality is a flexible concept which can range from a village to a country. People can identify their 
native place in terms of a village, town, county and province. 
2 In Jinjiang, Choi, Gan, Sze and Yang are the most popular sumame 
3 Kinship can be basically divided into two main types: the first one is the agnatic kin which consist 
only of the father and son and their wives while the second type is the affmal kin which consist less 
close relatives. 
4 Classmate can be differentiated into two categories: the alumni classmate and the literal classmate. 
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important in the Chinese society since it is the base for an individual to tmst others. 
Informant M observed a phenomenon from his Taiwanese craft, “ after China opens 
her door, the economic linkages between Taiwan and mainland China rise quickly. 
During that period, there are many Taiwanese come here (Fujian) to search for their 
roots. However, some of the Taiwanese entrepreneurs have some special targets, 
they want to find their ancestral ties for themselves in order to have certain extent of 
sameness with the localities which allows them easier to cultivate gucmxL,, 
Certainly, ethnic Fujianese entrepreneurs do not need to find the 
characteristics of sameness with the localities. In fact, all of the informants at least 
have more than one sameness bases and these commonalties apparently help them to 
cultivate (la) guanxi. “I have lived in Jinjiang for more than thirty years, this is the 
main asset to cultivate gucmxL,, (informant A) Thus, the element of sameness 
provides the social environment for the development and maintenance of closer 
networks. Until now, all of these sameness bases remain important in mainland 
China and the ethnic Chinese societies.^ 
Familiarity 
Despite sameness, familiarity is also an important factor to determine the 
successfulness of guanxi cultivation. Familiarity can be defined as the depth of a 
relationship which depends on how long and how much do they know each other, 
thus when an individual is a “cooked person" to others, that means the relationship 
5 However, other scholars like King (1994) argued that the base of group identification, the shared 
attributes are not constant or unchanging; people can form a group on the shared attribute of kinship 
at one time and on the shared attribute of dialect at another time. Moreover, the nature of shared 
attributes is quite elastic in the sense that they can be contracted and expanded; for example, locality 
can refer to a natural village, a county, a city, or a province. 
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has been built for long as well as their fellowship are deep and heartfelt. 
The familiarity of personal relationships in each guanxi network of an 
individual are not identical. The range varies from very close particularistic ties to 
instrumental friends with no fraternity, which can be simply divided into three main 
zones (Yan 1996a). 
The first is the "personal core" of close relatives {shizai qinqi) which 
includes all the closest relationships of an individual. This refers to the immediate 
family and close agnates of a person such as siblings and cousins. Extending from 
the core is a less closer zone called "reliable zone" which includes good friends and 
less close relatives. However, the distinction between the personal core and the 
reliable zone is not always clear-cut, because the status of best friends may be more 
important than close relatives. Furthermore, in the broadest sense, all the relatives 
and friends (yiban qin you) can be included in the third category, that is "effective 
zone". This normally embraces a large number of people and will change with time 
and personal experience. 
It is without doubt to say that the "effective zone" of ethnic Fujianese 
entrepreneurs will be very large. Since most of them have a lot of opportunities to 
meet different people such as businessmen, officials and leaders in different 
occasions like banquets and seminars. As a result, their networks are not static but 
dynamic that all the relational boundaries of entrepreneurs have to be defined and 
redefined repeatedly through active participation in social exchanges. However, 
entrepreneurs know that only occupying positions in other persons' effective zones 
are inadequate and insufficient. Informant M's speech showed the significance of 
cultivating deep friendships with others, "who is going to give a hand for an 
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ordinary friend which merely has causal acquaintance?" 
Thus, if entrepreneurs want to move beyond other's effective zone, they 
should more actively participate in social interactions. Until they know each other 
more and have cumulated sentiments, then they will able to cultivate long lasting 
friendships with others. 
Trust 
Trust is a key element of a successful guanxi. Traditionally it was pivotal in 
ethnic Chinese societies because most of their commercial transactions were not 
based on written contracts but on verbal agreements. Still, it is the lubricant in both 
economic activities and social relations today although written contracts are 
commonplace . Ifrelationships have trust inside, disputes can be solved easily and 
social life would be more harmonious. 
To most ofthe informant ethnic Fujianese entrepreneurs, it is rather difficult 
for them to build trust in the circle of political connections. Officials are very careful 
in selecting friends, they will not receive strangers' gifts or participate in outsiders' 
banquets as they do not want to engage in any kind of indelicate occasions, thus this 
cut the chances for entrepreneurs to approach them. Moreover, sometimes officials 
received their gratuity but did nothing as informant H said, “officials are unreliable, 
they only want to play, eat and drink with you, but they will not fulfil what they 
promised you." However, if entrepreneurs are able to fetch and obtain officials' trust, 
they will support their businesses and sometimes provide the opportunities for co-
operation. Informant A said, "co-operation can be formed if tmst is built. At first I 
suspect the reliability of the official in the CHB, but because I entrust my best friend, 
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SO we begin our deal." As a result, when relationship infiltrates with trust, the real 
guanxi begins and the reciprocal obligation starts. 
Social Obligation and Reciprocity 
Guanxi cultivation is not merely for a relationship, but also for security such 
as access to protection and aid when it is needed. Thus if an individual can build 
relations with others which contain obligations and reciprocity, then this can be 
regarded as the successful guanxi cultivation. 
Normally, social obligation and reciprocity can only be found on a person's 
family, relatives, friends and other long-term "familiar" people. An individual has 
obligations to the other mainly because they have deep and strong sentiments. 
However, sometimes he/she wants to avoid losing face in the eyes of others or does 
not want to condemn by the conscience ifhe/she lets a relative or friend down. 
Nowadays，nonetheless, an individual can also be upholded by a stranger 
through instrumental relationships. The difference between an obligation and a deal 
is that the former is to help from heart but the later is from using money or other 
material resources to bribe and nobble. Informant A's case shows the contrast 
clearly that his best friend gives him advice and assistance without any conditions 
but only the heartfelt obligations while the officials in CHB should receive a red 
envelop before he helped him. Thus, long term friendship building is vital for 
entrepreneurs because mutual exchange is the prerequisite for firms to operate since 
“who is going to give a hand for an ordinary friend which merely has causal 
acquaintance?" (informant M). 
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It is possible to say that the elements of sameness, familiarity, trust and 
social obligations are important in network cultivating. They pave the way for 
guanxi cultivation by ensuring at least an affectionate notion for forming steps by 
steps more serious and long lasting relationships (Fig. 5.1). Without these bases, 
individuals would find difficult to cultivate guanxi and networks would become 
difficult to form. 
Fig. 5.1 The Elements of Guanxi Management 
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THE TACTICS OF CULTIVATING GUANXI 
Cultivating guanxi is a process of actively establishing, strengthening and 
manipulating social relationships. It asserts that it is a relationship involving 
exchanges with other which no pre-established relation exists between them, one 
side normally are inferior who eager to cultivate guanxi with the other side who 
usually are superior and have power (Yang 1986). The tactics of cultivating guanxi 
are mainly through gift-giving, organizing banquets and money-giving with an end 
to obtain a product or service not immediately or directly accessible (Yang 1986， 
1994; Yan 1996a, 1996b; Kipnis 1997). Moreover, guanxi can also be expanded by 
introducing through intermediary, employment and co-operation (Fig. 5.2). 
Why the strategies of cultivating guanxi are mainly in the form of material 
exchange? From the interview data, there are two main reasons: firstly, overseas 
investors always give an impression to others that they are rich; so recipients do not 
expect to receive invisible gifts such as kind concem and solicitude but visible 
expensive goods or money. Secondly, when the target person receives a gift, 
banquet or money, then he or she shares not only an identity with the entrepreneurs 
in terms of these sameness, but also shares with the personal substances of 
entrepreneurs' wealth. Thus, the role of gift, money and banquet are important in 
guanxi network cultivating under the reciprocity and social obligation principles. 
Gift-giving 
Gift giving has been used as the most important weapon for ethnic Chinese 
entrepreneurs to establish networks of particularistic ties and instrumental 
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relationships which have resulted in the presence of a gift economy (Yang 1989). 
Figure 5.2: Guanxi Cultivation 
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Gift-giving occupies a significant role in Chinese culture. The term for gift 
in Chinese is liwu which composes of two main characters. Li means rituals and 
ceremonial expressions of ethical ideals such as filial loyal and obedience. Wu 
means material things. Thus, the Chinese term indicates that a gift is more than a 
material present and contains cultural meaning (Yang 1986; Yan 1996a; Kipnis 
1997). When a thing {wu) without ritual (//) is just a sentimental-less object but not a 
gift. In other words, the material content of the gift cannot be separated from its 
cultural meaning and ritual context. However, the meaning of gift changes and 
infiltrates the instrumental ideas with the rapid economic development in China since 
1978. 
Gift-giving is the most popular strategy that ethnic Fujianese entrepreneurs 
praise and practice, as informant H said “giving gifts {songli) is the most effective 
method to the officials" and informant B also stated that "nobody hates gifts! 
Officials particularly like them. So giving gifts to authorities is the best tactic.” 
I can distinguish their gift-giving method into two main forms: first is the gift 
for relatives and friends as a social etiquette. This practice is particular important in 
traditional particularistic ties for keeping relationship and showing gratitudes {xinyi) 
in intra-firm and inter-firm networks. As informant C said, "each time when I go to 
Jinjiang, I should bring many parcels from Hong Kong because I need to thank my 
relatives' help." Informant A also pointed out that "gifts is the best way to show 
your gratitude to friends. It is rather strange to give money to them since such 
behaviour will give others a bad impression just like dogs looking down upon 
humble people." 
The other form is instrumental gifts which mainly used for attaining 
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Utilitarian ends with a target stranger. The donor gives expensive goods and hopes to 
exchange for Qiaohuan) pragmatic results such as to attain favours or services. 
While the recipients on the other hand, in tum repay the entrepreneurs by exercising 
their positional power {tequan) or providing resources that are under their control 
after receiving gifts. 
Specifically, there are two main objectives when informant entrepreneurs 
presenting instrumental gifts to others. The first is to flatter {liuxu) the powerful 
persons who normally are official authorities. “It happens if one gives gifts to 
someone in a position of superior status, such as cadre for the ulterior purpose of 
seeking protection or other personal interests, the giving is considered an act of 
flattery" (Yan 1996a: 69). 
To flatter, is by no means only giving gift at once, but do it continuously in 
order to keep the instrumental relations instead of ending it. As informant A said, “it 
is impossible to start to dig a well when you are thirsty, it is also impossible to start 
to cultivate guanxi when you need a powerful person to help you, thus continuously 
giving gifts to officials is very important." Informant C also pointed out that "I do 
not know when shall I need officials to help me so I must keep good relationships 
with them by giving gifts. It is a long term investment. Sometimes, I even give gifts 
to those I seldom need their assistance like officials in other fields because they have 
power, and it is difficult to predict who will gain power after political struggles, so it 
is better to pave good relationships with the potential guides." Thus, when 
entrepreneurs want to flatter powerful persons, they should continuously participate 
in socialization activities. 
The other objective is to lubricate {shangyou). Entrepreneurs present gifts to 
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officials when they want to conduct business transaction through the back door {zou 
houmen). Generally, entrepreneurs give lubricating gift before a favour is asked and 
sometimes more gifts will be paid after the task finished. Informant C said that 
"presenting gift is critical when you need somebody, help through his/her power. 
Courtesy requires reciprocity, when officials help you to solve your problem, 
returning expensive gifts is the prerequisite. But generally, I will give gifts before I 
ask them to help me and I will give other gifts after the task has finished." This kind 
of give-and-take transaction {jingqian guanxi) is always regarded as trade, and 
lubricating gifts as seen as the necessary extra fees. 
It is possible to say that gift giving can be seen as the most crucial strategy to 
establish instrumental guanxi networks at the level of personal interaction. 
Instrumental gifts can be utilized as a means to cultivate personal relations and 
produce a twofold result. On the one hand, the instmmentalized gift can be 
transformed into capital because it is transacted with the aim to maximize personal 
interests {liyi), while the instmmentalized retums are mainly favour and services 
instead of gifts. On the other hand, the instmmentalized gifts to some extent is a 
commodity for mutual trust of the two parties that the receiver can be arranged for 
services such as 'walking through the back door，. Hence a grey area is created 
between the poles of gift relations and commodity relations (Yang 1986). 
Money-giving 
Under the influence of mammonism after the open door policy, the 
preference for giving money to gifts in the social relationship seems increasing. It 
is not uncommon to see more and more entrepreneurs use money as a means to 
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cultivate guami such as "kickbacks" {huikou) and ‘‘red envelops (hong bao). There 
is some evidence in the interview data that informant entrepreneurs use money-
giving to cultivate guawci, they are informants A and C. 
Some of the scholars (Yang 1986) argued that giving money is just like a 
process of bribing the other but not to predisposing a person to grant a favour owing 
to a personal indebtedness. However, informant entrepreneurs took the issue 
differently. Informant A stated a contemporary aphorism "money is closer than 
physical children." and said, "this is the famous dictum that commonly believed by 
the Chinese people after the economic reform: people are mad for money." He 
further explained the fundamental advantage of money-giving, "using money is fast 
and convenient, the process to get a task done has totally shortened." Informant C 
also stated that "they need money, I give money. It is good for both sides. 
Sometimes I buy luxury goods to the target persons but they do not need them 
because people who want to flatter them will also buy the similar expensive goods. 
But giving money would have greater flexibility. “ She further said, “I give sixty to 
hundred dollars of ‘car horse fee’ to each doctor per month, this small amount is not 
easy to buy a presentable gifts, but they can use the amount to assist their 
livelihood." From these advantages, informant entrepreneurs welcome the use of 
money as an alternative medium ofexchange in the sphere of guanxi cultivation. 
However, entrepreneurs with money giving in mind should also consider the 
local circumstances. For instance, some of the officials do not like to engage in 
monetary transactions because it is easier to accuse by others. Informant C, although 
highly agreed the tactic of using money to cultivate guanxi, did point out the 
shortcomings of the method, "using money as an exchange medium will be rather 
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difficult to cultivate long term and heartfelt friendships, relationship often ends when 
the task accomplished and the money paid." 
Another disadvantage is that the two parties sometimes, would remain as 
anonymous from each other as possible because of the serving illegality of the act, 
once the task is completed, there is no reason to renew social contact unless a new 
task. This is what informant M said, "the intention to cultivate guanxi with officials 
is to find a long term nagual to protect us. But money imposes a bad effect on the 
relationship which makes it much instrumental and materialistic that contains no 
trust and sentiment among each other." Thus he refuses to use money as a medium 
to cultivate guanxi but organizes banquet instead. 
Banquets 
Organizing banquet is not the most popular tactic practised by ethnic 
Fujianese to cultivate guanxi, only informant M specially proposed its importance. 
As he said, "villages'leaders {xiang lindao) particularly enjoy drinking wine, so if I 
organize a banquet with vintage wine, they will be very happy. After drinking wine 
and eating food, until all the people are flushed all over, it is a good time to talk." 
Although there is only an informant recommended the significance of 
banquet in cultivating guanxi, it is save to say that most of the entrepreneurs have 
used it to feast guests. Nearly all the informants have organized banquets to fete 
their officials, relatives and friends. "Certainly, to organize banquets is necessary 
when you are conducting business in China. You can acquaint other entrepreneurs 
and officials in banquets through the introduction by a third party; you can obtain 
update information through other people's month" (informant A). Informant C also 
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pointed out that ‘‘sometimes, these 'old cunning foxes' will put down their 
precautions after drinking a lot of wine and talk something secret that they will not 
say in the public." 
I participated two banquets when I was doing fieldwork in Jinjiang in July 
1997 which allowed me to know more how the ethnic Fujianese entrepreneurs 
organized banquets to cultivate guanxi. The first banquet was organized by 
informant E who is the owner of a small scale trading firm. She wanted to open the 
market for her natural beauty pills but the product did not have the recommendations 
from officials, thus she invited her unfamiliar relative Mr. 0 , who is the deputy 
mayor ofJinjiang, to the dinner party to seek his assistance. 
In the beginning of the banquet, she cleverly did not talk about her intentions 
but many household affairs in order to arouse his familiar feelings and drew each 
other closer. Afterwards, she shifted the focus and talked about her family, and from 
family she talked about her family-oriented firm. She took two bottles of her new 
products as sample for Mr. 0. 
Informant E: “ I do not know how to do, I really need your suggestion." 
Mr.O: “ I am no longer in charge of the hygienic department, but I can give the 
telephone number of the head of hygienic council in Jinjiang to you. You can 
directly contact her." 
After receiving the phone number, informant E took out two necklaces to Mr. 
0 and strongly thanked his help. By organizing these banquets, informant E got what 
she wanted, as she said, “it is easier to talk in the banquet, nobody will know what do 
we talk inside after the door is closed." The usefulness of cultivating guanxi in 
banquet is commonly recommended by ethnic Fujianese entrepreneurs because it 
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provides a good place for strangers to talk and become friends. 
Achieved Familiarity by an Intermediary 
Guanxi can be cultivated by the above three materialistic tactics, guanxi on 
the other hand, can also be cultivated with the introduction of a third party 
(zhongjianren). The role of an intermediary is rather important among two 
strangers. When ethnic Fujianese entrepreneurs want to get helps from a powerful 
person who they have not met before, they really need a friend who is familiar with 
both parties that acts as an intermediary to make an introduction between the two 
strangers. This kind of introduction are much more effective than self-initiated 
acquaintance in Chinese society because the third party can implicitly but not 
explicitly vouch for better virtue and reliability. 
Informant A knows a lot of entrepreneurs and officials through the 
introduction ofhis best friend who is the former head of hygienic council. "At first I 
do not know how to do. My best friend intimates as my stick that guides me how to 
cut across the difficulties. He brings me to his office and introduces his former 
subordinates to me. He also acts as a conveyor to let me to acquaint some of the 
ethnic Fujianese entrepreneurs, for example that I can make friends with informant C 
is through his introduction. He also leads me to the state medical stores for 
negotiating co-operation. Thus, this person is the source of my guanxi networks." 
Moreover, during the process of applying the drug permissions, informant 
A's best friend although cannot help him to bypass the necessary course, still 
contributed by introducing an official in the CHB to him. Mr. A said, "fortunately, 
he knew many friends in Beijing especially in the field of drug management since he 
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had attended numerous conferences and seminars, so he can introduce some of his 
friends to me. Through his networks and relationships, I can get help from his 
friends although I do not know them before." 
The second one was another banquet organized by informant K for her friend 
from the Philippines. This is an example to evident how an intermediary works in 
cultivating guanxi in China. Mrs. K, a socialite, acted as a go-between for her ethnic 
Fujianese friend from the Philippines to cultivate guanxi with officials. She invited 
four important persons who are all her good friends to the banquet. They are the 
head oftourist department, the deputy head of transport department and the other two 
are leaders of state's owned enterprises. 
During the banquet, the talking atmosphere was friendly that the officials and 
leaders could talk freely. The officials got rid of their “official jargons" or 
"bureaucratic tones" {guan hud) and spoke what they wanted to say. Mrs. K always 
concerned with them when new policies were related to her friend's business in 
China. She did not ask any concrete request to the officials directly, but just said 
“please helps her when she is in need" and "we can co-operate in the future" while 
her friend from the Philippines did not say something related to her business. It 
seems clearly that the role of a go-between is rather important in cultivating guanxi, 
especially with officials. Without a familiar person, officials will not put down their 
masks even though the entrepreneur organizes a banquet. Moreover, business 
remains business if there is no intermediary inside but business can be converted to 
co-operation if two strangers become friends after the introduction of a go-between. 
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Employment and Partnership 
Last but not the least, by employing an official or a retired cadre to work in 
entrepreneurs' firms would allow them to cultivate and expand their guanxi networks 
especially political connections. In the interviews, I found two informants use this 
tactic: informant B enlarges his personal networks by employing a retired cadre and 
Mr. N's firm forms a partnership with the local state enterprise also strengthening the 
guanxi networks. 
The benefits of employing an officials are apparent that they have a greater 
range of discretionary authority and useful contacts with other officials in the 
bureaucracy. ^ This ability of strong personal ties of the retired cadre acts as the alive 
tactic for informant B. After employing him, informant B is able to expand his 
guanxi networks, especially the connections with officials, as he said, "since the 
officials in the county are either his employee's former colleagues or subordinates, 
they would give the cadre ‘face’ when he asks them to help. His employee could 
also negotiate with them without any difficulty." These ties enable him to shorten 
the time in administrative works and enrich the connections with the authorities. 
Thus, he concluded that "it's neither important to have good business strategies and, 
comprehensive planning of a firm, nor vital to have good marketing and financial 
6 Official in China is commonly known as cadre (ganbuJ which refer to the person who is 
administrator, official and ideological propagators that found in socialist society. They are situated 
not only in government organs proper, but also in almost every single work unit and organization 
where they are referred to as 'leaders' {lindao), for instance the supervisor of an state enterprise. 
Moreover, cadres in the whole coumry are graded according to a national administrative civil 
service ranking system of 23 grades, with the lowest grade at 23，composed of young novice cadres. 
Grades 13 and above are designated "high-level cadresG and contain people such as provincial 
governors, central government ministers, and so on. The decision-making and resource-allocation 
powers of cadres, and the breadth of their guarixi network amongst other cadres, make them the 
social group with perhaps the largest number of adept gua7txi practitioners. Details please see Yang 
Mayfair, 1986, 1989 and 1994. ^ 
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management. What you should do is to find a powerful person to help you." 
Guanxi networks can also be expanded by forming partnerships with the 
authorities^. Informant N who is the manager of a big enterprise told the tactic ofhis 
firm by forming partnership with local state enterprise which lets the networks of 
firm expand quickly. "Honest speaking, overseas investors choose to form joint 
ventures with local enterprises simply for one reason: their extensive networks." In 
his firm, "nearly all the local representatives were farmers before the firm set up. 
They did not know what rule governed the firm, they also neglected the management 
skill of the firm. What did they have is the relationships with the authorities in the 
upper bureaucracy." Obviously, these local partners are the source of networks for 
the overseas investors since they are the local villains who have excellent personal 
ties with local people and officials. 
From above, the reasons of employing officials are sound but the risks of 
hiring them are also great, entrepreneurs thus should carefully handle this kind of 
relationship since the status of officials is highly sensitive to the public. As informant 
B said, “I should take risk and would be involved in troubles if there was any 
political campaign." Informant B,s worries are not without reasons since political 
campaigns are rather common in China, as informant N told his experience, 
7 This method can be happened in two main ways. Firstly, officials are not given real shares in the 
company, which is commonly known as ‘power shares' {quanlifen) because the officials invest their 
bureaucratic power rather than fmancial capital in the firm. They may occupy "invisible seats" in the 
firm which means they do not involve in the management but will be available when the firm gets 
any problem. However, this kind of partnership is not prevalently practised among small scale ethnic 
Fujianese firms, but particularly common in the large scale firms. The other type is the co-operation 
between entrepreneurs and leaders of local institutions and state enterprises. They can be worked in 
the form of partnerships, joint ventures or co-operation. Moreover, it is opposite to the former way 
that officials always occupy important positions in the firm such as one of the members on the board 
of directors in the companies. These practices integrate powerful officials into the firm's structure 
and give them a vested interest in the well-being of the firm. 
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“campaigns is a special commodity produced from the central government 
{zhongyang), we can ‘receive’ it in every alternative years. Moreover, another 
problem is that local partners are always greedy". As informant N told the situation 
of his firm that “the local partners at first agreed to invest ¥ 400,000 as their share 
capital, they only gave less than 300,000 dollars", so his chairman (a Hong Kong 
investor) should bear all the rest. "This is the rule of game in forming joint ventures, 
if you want to do your business continuously, you must accept all the unfairness and 
willing to give concessions, then the fmits of your investment will be great." 
After seeing the five major tactics of cultivating guanxi: gift-giving, money-
giving, organizing banquet, introduction by an intermediary, and employment and 
partnership which are commonly used by ethnic Fujianese entrepreneurs (as 
summarise in Table 5.1 with informant's remarks). It is possible to argue that 
cultivating guanxi is significantly prominent in contemporary China. Many 
informant entrepreneurs are earnestly cultivating personal relations {Ja guanxi) with 
different people in different sectors. Certainly, political connection is the hottest ties 
since entrepreneurs know that the simplest and most effective way to smooth their 
firms' operation in the mainland China is “walking through the back door" {zou 
houmen). Thus the importance of instrumental relationships increases quickly. 
Moreover, most of the informant entrepreneurs use more than one type of 
tactics or in extreme cases, use all strategies to cultivate guanxi. For instance, 
informant A prefers to use money to cultivate guawci, but he gives gifts and 
organizes banquets at the same time. Furthermore, he had a good go-between to 
introduce business partners and officials to him though he has lost his power after a 
political struggle. 
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Table 5.1 Advantages and Disadvantages of the Tactics 
T a e t i ^ a ^ ^ ^ ^ _ : X v : | , 、 D i s a d y a n t e g e y : 1 
Gift-giving j i> Show Gratitude j <1 Repeated Gifts 
j A: "best way to show gratitude to I C: "targetpersons do not need 
j friends. “ \ the luxury gifts because they 
i j people who want to flatter 
j h Officials' Preference them will also buy the similar 
I B: "officials particularly like gifts. k —ds-“ 
i giving gifts to them is the best tactid 
\ ^ Most Effective 
i H: "it is the most effective method to th 
i officials. “ i 
Money-giving 丨基 Fast and Convenience V ^ ^ n i i m e n i a i [ e s � 
1 A: "usemoneyisfastand Relationship 
i convenience, theprocess to get a \ c: "rather difficult to cultivate 
\ toA: done has totally shortened. “ j longtermandheartfelt 
i i friendships, relationship often 
\ h Mutual Exchange ends when the task had 
j C: "they need money, I give money. | accomplished and the money 
i It is goodfor both sides. “ 1 paid “ 
i h Greater Flexibility | ’ Too Instrumental and 
j C: “by giving money would have Materialistic 
j greater flexibility. “ | M: "moneyimposesabadeffects 
\ "they can use the amount to assist j on the relationship which 
i their livelihood. “ ： make it much instrumental and 
i j materialistic that contains no 
j j trust and sentiment among 
j 丨 each other.“ 
Introduction by an j ^ Directly Expand the | ^ Lost the Supporter if 
Intermediary Networks he/she loses Power 
i A: "Through his networks and | A: "He lost power in the political 
i relationships, I can get help from \ struggle and I lost the 
： his friends although I do not know : supporter. 
i them heforeT i 
i A: “He is the source of my guanxi | 
networks. “ | 
I ^ Easy to Negotiate 
i K asked officials "please helps her | 
! when she is in need. “ and "we i 
i can co-operate in the future. “ j 
i ^ Bellwether 
i A: "intimates as my stick that guides \ 
i me how to do.“ 
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Organize Banquet | £ A i^ioi"S ^ini^^ ii) .faiiii^ f 7 W^i^Ti^EnS  
j M: "after drinking wine and eating i A: "it takes a lot of time and 
j food, until all the people are \ energy to social during the 
i flushed all over, it is a good time j banquet.“ 
\ to talk. “ \ 
\ ^ Waste food 
：^ A Good Place to Talk | E: "in order to showyour 
\ E: “it is easier to talk in the banquet, ！ respect, I need to order a lot of 
\ nobodywillknowwhatdowe \ foodbutwedidnoteatatthe 
\ talkinsideafterthedooris \ —• Allarewasted!" 
i closed. “ \ 
\ ^ Obtain Information 
i A: "you can know other \ 
I entrepreneurs and officials in \ 
j banquets through the \ 
i introduction by a third party; \ 
j you can obtain update � 
i information through other i 
I people 's month. “ \ 
：C: '''old cunningfoxes ‘ will put j 
i down their precautions after i 
： drinking a lot of wine and talk i 
j something secret that they will | 
i not say in the public. “ i 
Empioyment and 丨 & Extensive Poiiiticai j <^  Huge FUsk 
Partnership Connections j B: "I should take hsk and would 
I B: "since the officials in the county \ be involved in troubles ifthere 
j are either hisformer colleagues j wascmypo!iticalcampaign: 
! or students, they would give him ! 
'face ‘ when he asks them to help;, ! ’ Unfair RuIes 
I i N: "the local partners at first 
\ N: "What did they have is the : designed to give 400,000 as 
i relationship with the authorities in 1 the capital investment, they 
j the upper bureaucracy. “ only gave nearly 300,000 
\ 丨 dollars.“ 
I ^ Extensive Local Networks 丨 乂 ;'Thisisthendeofthegame 
i A, ,.jj I, , inJormmgjointventure, ifyou \N: HcmgkonQinvestorschooseto : “ . , . i , . . ., , , i want to doyonr business '•• form ]Oint ventures with local . , '•• . , . : continuously, you must accept enterprise simply for one reason- , , . . . ..,；. i , . r r y J ： all the unfairness ana w1l11n2 : their extensive networks. , , . . . ： ： to give, then the Jriiits ojyour 
i ； investment will be great.“ 
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ENTREPRENEURS NEED CERTAIN TECHNICAL SKILLS 
Despite learning the above five tactics, entrepreneurs need to know more 
technical skills in the art of guanxi. When entrepreneurs want to conduct businesses 
in China, they should certainly be aware of the importance of guanxi and understand 
the cultivating process. They should also have the ability to identify, design and 
implement guanxi cultivation and know its impact. Moreover, they should be 
knowledgeable in other management techniques. These technical skills could help 
entrepreneurs to overcome difficulties and spatial hurdles. Table 5.2 summarises the 
relative strength and weakness of these skills of the twelve informant entrepreneurs 
whilst. The details are analysed as follows and in also next section. 
Table 5.2 Technical Skills ofInformant Entrepreneurs Practised in Fujian 
Technical Skills Informants 
fA~B"^"C~~~D~E"^"F G~~"H"""1 J L M~^  
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» M h I ^ |i 1 1 ^  
Ability to identify, design and j _ j _ | _ | ？ j g | g j § = i | g j § j § i _ 
implementation of guawci j 1 1 j | j i i j � i � 
Awareness of Guanxi 
Since guanxi is one ofthe most important tools to conduct business in China, 
the awareness of guanxi of an entrepreneur can be said as the determinant in the 
success of the business. In the interviews, nearly all the informants (except 
informant J) are aware of the importance of guanxi in lubricating and settling 
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problems as well as a tool to exploit any opportunities. As informant A said 
pervasively that "without guanxi, a person cannot conduct his/her business 
successfully in China. Thus, if you do not have any guanxi networks, you should try 
your best to cultivate guanxi, especially the relationship with the local officials." 
Informant B shared his experience of conducting business in China also clarified that 
"after conducting business in China for more than six years, I have observed that it is 
neither important to have good business strategies, comprehensive planning of a 
firm, nor vital to have good marketing and financial management. What you can do 
is to find a powerful person to help you. 
However, to entrepreneurs who are not aware the importance of guanxi 
cultivation like informant J, her business is full of obstacles and all the problems 
should be bome by herself. As a result, an entrepreneur with higher awareness of 
guanxi would help the development of the flrm. 
Understand the Guanxi Building Process 
As guanxi or network cultivating is so important in China, an entrepreneur is 
necessary to understand the guanxi cultivating process. These skills include who 
should you first approach and how can you approach the person. The importance of 
finding a suitable person can be shown in informant C's experience, "you should 
first approach the important official in your economic sector, let them know you are 
a reliable person and have a long term investment plan. When you can cultivate good 
relationship with them and become friends, they will support your project or co-
operate with you." Obviously, approaching a suitable person in the initial stage 
would partially guarantee the success of the projects. 
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Moreover, other skills like the manner of asking somebody for help and 
presenting gifts are also vital in guanxi cultivation. As informant C told her 
embarrassed encountering in the beginning of setting up her firm in Jinjiang that she 
was very ardent to cultivate her networks. “I was too eager to form guanxi with a 
local official, so I brought a lot of gifts (jianmianli) to the targeted official's house. 
When he saw me, I was showing him the presents I brought. However, he did not 
appreciate what I did, he did not let me went into his house but he dragged me out of 
the door with all the gifts. I even did not have a chance to introduce myself and let 
them know my purposes." From this case, it is safe to said that inappropriate 
manner of gift giving {hu dong renqing) and introducing oneself aggressively will 
defeat the purpose of guanxi cultivation. After the awful lesson, she knew how to 
do: "the gift-giver or dinner host should not regard the stuff as a bribe or reward for 
services rendered. Moreover, they should give presents on right occasions such as 
festivals and happy events when these are the opportunities for future requests with 
gifts." After understanding the manners and etiquette of guanxi cultivation, 
entrepreneurs can minimize the embarrassed events. 
Impacts of Guanxi 
Generally most of the entrepreneurs will always consider only the importance 
and advantages of guanxi cultivation but seldom think about its impacts. Surely, 
cultivating guanxi can give good retums if he/she does it properly. However, in 
fact, cultivating guanxi is also a kind of high risk investment, especially cultivate 
connections with officials because political campaigns are common in China. Thus, 
entrepreneurs are necessary to know the impacts before cultivating guanxi. 
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In each political campaign, there will be personnel reshuffles in. If an official 
lost his/her status and power during the power struggle, the entrepreneur who has 
built good relationships with him/her will mislay all the benefits they enjoyed before, 
and the networks will be ditched and should be rebuilt with other powerful people 
again. This can be shown in the informant A's case, his best friend was withdrawn 
from the management group of the hygienic council in a political campaign in 1994, 
he lost all his power and privileges in the council. This hit informant A's confidence 
seriously because he suddenly lost protection and support from a powerful official in 
Jinjiang. Sometimes in a worse situation, an entrepreneur may be even involved in 
the political crisis when the official was caught in serious crimes. As a result, 
without a holistic consideration in guanxi cultivation, an entrepreneur could suffer 
during campaigns, so he/she should first contemplate and thought the impact of 
cultivating in-depth guanxi before taking actions. 
Ability to Identify，Design and Implement Guanxi Cultivation 
A firm's guanxi network is highly dependent on the ability of an entrepreneur 
to identify, design and implement guanxi. Firstly, the ability to speak the local 
dialect is a basic requirement. In each province in China, there is a specific dialect 
used in the local area. Thus, if an entrepreneur can speak local dialect fluently, he 
can communicate better with their friends, business partners and local officials. As 
informant M said "language is the most important factor in cultivating guanxi with 
the local officials. He further explains that "use the same dialect gives an amicable 
feeling. In a detail sense, I can speak Hokkien dialect often implies we have the 
same ancestor homeland, it further means that we can trust each other since most of 
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the ethnic Fujianese always believe that only ancestral fellows {tongxiang) are 
reliable, Chinese from other provinces are not reliable, they will cheat you. On the 
other hand, ifyou cannot speak Hokkien, orjust able to speak the official dialect, i.e. 
mandarin, the gap between you and the local official will be present even though the 
local officials can speak Mandarin. The familiar feeling will be totally lost." Thus, 
to ethnic Fujianese entrepreneurs, the ability to speak Hokkien dialect fluently is the 
basic requirement in guanxi cultivation. 
Secondly, the personality of an entrepreneur is also significant. An 
entrepreneur with amiable, social and friendly characters will help him/her to 
cultivate guanxi. In the field of cultivating guanxi with local officials, as informant 
M said "the personality of an entrepreneur is critical." If a person is independent, 
knowledgeable and tactful enough, he/she can cultivate guanxi much easier. These 
characters not only allow hinVher to have good social communication skills, but also 
serve as assets to conduct business in China." Moreover, "a tactical and independent 
person can handle the occasional events appropriately. For example, he/she will not 
show his/her points of view directly and instantly although he/she does not agree 
with others. This will not only minimize the possibility of contradicting with the 
officials, this can also reduce to displease and to offend others. Besides, if you are 
knowledgeable, then you may have more topics to talk with the officials which 
allows you to attract their attentions. Further step ahead, this will form resonance 
and prepares a path for you to become good friends." In a nutshell, if an 
entrepreneur can do what officials asked, then he/she will able to placate them. 
Furthermore, if entrepreneurs want to built real friendships with the local 
officials, they should be sincere, perseverance and humble. However, in what way 
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can an entrepreneur shows his/her sincerity?. As informant M commented, “you 
must assert your sincerity to them (local officials) in terms of your investment 
motivations and your inclination. Show them that the ancestral sentiment drives you 
to invest in Fujian and you indeed want to help the development of your hometown." 
The strong ancestral sentiment also relates to the second character-perseverance. 
Relationship will not last long when entrepreneurs give officials gifts or/and money 
and hopes them to reciprocate because it is only a deal but not a guanxi cultivation. 
Thus entrepreneurs should pay much time in guanxi cultivation as it is a type of long 
term investment. Moreover, as informant M said, "the local officials are not always 
willing to contact with you at the very beginning period, so be patient is very 
important." Finally, "be humble is also a factor that should not be neglected. As 
some of the ethnic Chinese think that they are rich and the country {zuguo) needs 
their investment, so they are too proud of themselves and do not respect the officials. 
Their conceited behaviour forced them to fail. Since guanxi cultivation is a 
reciprocal process, if entrepreneurs on the one side do not respect the relationship, 
then they cannot form long term relationships on the other" (informant M). 
Knowledge ofManagement Techniques 
Despite cultivating guanxi, entrepreneurs should also contain the knowledge 
of other management techniques. Although it is commonly believed by the public 
that guawci cultivation is the essential tool in conducting business in China, 
businessmen should not regard it as the only method to conduct business and rely too 
much on it. On the contrary, they should know more about the investment 
atmosphere of China, especially economic policies, the formal procedures of 
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conducting business such as paper work and administrative processes, etc. 
Although some of the informants complaint the weakness and incompletion 
ofthe legal framework in China, it is conversely that entrepreneurs should pay more 
attentions on latest development because they are the ground rules for overseas 
investors. Thus, these knowledges can work as the foundation of their rights and 
valuable assets for the entrepreneurs to overcome the political crisis and unfair 
issues. As informant M said pervasively that "not only understand what are the 
preferences of the local officials, you should also understand the atmosphere of 
investment and the policies carried by the central government. This is because all of 
these will affect the success of your businesses." As a result, an intelligent 
entrepreneur should not only get the knowledge of how to cultivate guanxi, he/she 
should also get the knowledge of other management skills. 
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ATTITUDES AND PERFORMANCE OF ENTREPRENEURS IN 
GUANXI CULTIVATING 
According to the information obtained during interviews, the attitudes of 
entrepreneurs would be mainly divided into three main categories: proactive, reactive 
and resistive (Fig. 5.3). Moreover, as guanxi is a determining factor in influencing 
the successfulness of a firm, thus the attitude of an entrepreneur in guanxi cultivation 
would to a certain extent affect their business performance (Table. 5.3). 
Fig. 5.3 Entrepreneurs' Attitudes of Cultivating Guanxi in Fujian 
C^^Guanxi Cultivation"^ 
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Proactive 
When informant entrepreneurs particularly consider the importance and 
magnificent advantages of guawci cultivation like "without guanxi, a person cannot 
conduct his/her business successfully in China" (informant A), "conducting business 
in China is talked about the relationships and network ties instead of business 
management" (informant B), “guawci is one of the most important factors in 
conducting business in China, even I can say that it is the most important 
determinant" (informant C) and informant M's "the only way to ensure the success 
of your business is to cultivate guanxr. As well as they have abilities to identify and 
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implement guanxi, then they will participate actively in guanxi cultivation. The 
informant entrepreneurs in the category of proactive are substantial which surely 
include the above four and plus informant D. 
Informant A is a typical proactive entrepreneur in guanxi cultivation. Firstly, 
his attitude in political connections can be seen through the following contemporary 
aphorism he quoted, "with a familiar person in the kitchen, its easier to eat meals; 
with a familiar person in the court, it's easier to become an official." So he tries his 
best to cultivate friendships or even instrumental relationships with officials by 
giving gift, money and organize banquets. Moreover, he also actively participates in 
socialisational activities such as giving gifts and money, organizes and attends 
banquets with his kinsmen and friends frequently which allow him to have extensive 
intra-firm and inter-firm networks. 
His positive attitude in guanxi cultivation gives him good returns. As he 
said, “nothing is impossible if you are able to cultivate guanxi with officials, no 
matter his rank or his position in the bureaucracy since public and private business 
are complexly merged together in China." Thus, he can bypass many business 
obstacles through the strong support from his extensive networks. He has traded with 
a state enterprise in Quanzhou for more than four years with the sales volume of the 
products constantly increasing each year. Moreover, he is co-operating with 
informant C to promote one of his products in China. All of these businesses are 
introduced by his best friends. 
Informant B's attitude has changed from resistive to proactive after 
conducting business in Jinjiang for six years. "After I employing the retired cadre, 
my firm's operation is better than before because most of the officials in the village 
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are co-operate and respect him. Thus, conducting business in China is talked about 
the relationships and network ties instead of business management." His firm 
worked smoothly because of the great contributor-the retired cadres that paved the 
excellent guanxi networks for him. "With good relationship with the local officials, 
although they cannot guarantee all the jobs work in a proper way, they can speed up 
the administrative and paper work, this can help you a lot because time is money." 
Informant C is the typical dabster in guanxi cultivation. She strongly 
participates in instrumental guanxi cultivation by firstly giving "car horse fee" to 
nurses and doctors; secondly, giving expensive gifts to officials and finally, 
organizing banquets to drug store keepers. All these tactics located the sales volume 
ofher products. The positive attitude in guanxi cultivation provides good retums for 
her. As she said, "during the process, I should pay large sum of money, time and 
attention. Actually I can gain much more from them if they recommend my products 
to the public. Thus, it is worth to do so." 
Informant D is another a sociable ethnic Fujianese entrepreneur. Although 
she declines answering the questions about tactics and attitude in guanxi 
construction. Her energetic participation in social activities shows her disposition. 
She keeps herself participating in many alumni and ancestral associations as well as 
donates huge sum of money for ancestral school and hospital building. All these 
activities enrich her social status and gain her prestige and reputations. Thus her 
firm can expand from a small firm in the early 1980 to an enterprise which includes 
five sub-branches throughout Fujian nowadays. 
The last proactive entrepreneur is informant M. He is a professional guanxi 
architectural engineer who can approach and further cultivate guanxi with different 
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people easily. "Business talks about efficiency, the most efficient way to conduct 
business in China, of course is guanxi cultivation. As an entrepreneur, I should 
actively cultivate guanxi for both myself and my firm." His proactive attitude gives 
him good retum, he received "the best civilized citizen" in 1997 which was awarded 
by the county government. Moreover, his travel business is going to co-operate with 
a state-owned enterprise, “if the co-operation really works, my company will expand 
quickly." 
Reactive 
Some of the informants do not want to cultivate guanxi actively. Their 
eagemess mostly depend on their situations and the difficulties they face. The reason 
of choosing the reactive attitude in guanxi construction varies according to 
informants which include: firstly consider both the advantages and impacts of guanxi 
cultivation; secondly, do not need to cultivate guanxi frequently by themselves or do 
not want to do it regularly. Moreover, some of the informant had tried to cultivate 
guanxi but failed. Nevertheless, the reactive attitude is a common disposition 
among the informant entrepreneurs which include informant E, G, H, I and L. 
I can see informant E enthusiastically cultivates guanxi in a banquet, however 
in fact, she is not such passionate in guanxi cultivation. Her extra-firm network is not 
strong enough that she only has a weak particularistic tie with a local official. But 
she does not want to rely on him too much, as she said, "it's inconvenient to bother 
him repeatedly because our relationship is not close. This kind of relationship is 
rather difficult to cultivate because we have very weak guanxi base but it's difficult 
to make it thick... Yet his position in the bureaucracy is really important to me." 
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Thus she will ask the official to help her on big problems. Moreover, she does not 
have many relatives and friends in Fujian to support her, too. "My family has 
migrated to Indonesia since 1980 and I do not have many friends here, so I should 
manage the business myself." However, although her network systems is rather 
weak, she does not want to cultivate guanxi enthusiastically. “All the stuff is a 
empty dream, so I always take what comes and be contended." Her passive attitude 
affects her business performance. After conducting business in Fujian for more than 
five years, her trading firm neither expands in scale nor eams money. She signed 
that "ifthe situation continuous, I will stop the business and go back to Indonesia." 
The attitude of guanxi cultivation to informant G is impressionable. Since 
he sets the factory in his hometown which is a small village, this gives him great 
flexibility in guanxi cultivation. "My village is a small hometown, local officials 
need entrepreneurs to develop the economy of the entire village, so they to a certain 
extent are co-operative." He further explained that officials in village are nice and 
easy going, he does not necessary to cultivate or keep guanxi as frequently as those 
entrepreneurs who are conducting business in urban area. “The officials are easy 
going and willing to help, so I do not specifically need to cultivate guanxi with 
them." In the primitive village, personal relationships normally are simpler and 
closer, so informant E does not need to pay much time and effort in guanxi 
cultivation. As he said, “I run the business in a reliable and sure way that of course 
cannot grow quickly but still can eam money." 
Before, informant H believed that cultivating guanxi is critical in China. 
However, his attitude changes after several failure lessons. He complained that 
"cultivating guanxi with officials is wasting your money. You pay them money or 
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give them gifts but you cannot get what you want, or they cannot fulfil what they 
promised you before." He further noticed that cultivating relationship with officials 
did not guarantee he would get protection, “actually, some officials know that ethnic 
Chinese are eager to cultivate guanxi with them, so they will use investors' money 
and receive gifts from them but will not help them eventually." Thus, he relied more 
on his relatives, “it is better to tmst those who have blood relationships with you 
because blood is thick than water, they will not cheat me." Under the assistance with 
his wife, brother-in-law and sister-in-law, he was able to concentrate on his business 
in Hong Kong. He concluded that he was not going to cultivate political connections 
until there was no other alternative. 
Informant I has a comprehensive network which he described as a "natural 
bom webs", thus it is not necessary for him to cultivate guanxi himself. His attitude 
in guanxi cultivation is reactive that he will ask somebody for help when he need to 
do so. “I will contact the person before I want to ask him/her for help. Most of them 
are very helpful." Moreover, he also has a perfect inter-firm network that his 
classmates and friends have occupied important seats in many institutions. The 
natural bom networks at first do not make him disappointed. With the backing and 
assistance from his friends in Fujian, his business grew quickly. In 1992, he 
expanded and diversified his business by opening two supermarkets in Fujian for 
selling his trading products. Unfortunately, in the beginning of 1997, he discovered 
that he was cheated by his friends. Although the business of his supermarkets was 
good, he could not share the profit, "they grouped together to cheat me and 'eat' all 
my money and assets in Fujian." He did not want to be outdone and took the case to 
court in Fujian in February, 1998. 
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Informant L is an old overseas investor, guanxi cultivation to him is not 
necessary a matter. As he said, “I do not need to cultivate guanxi because I have 
good reputation in the village...everybody trusts me, the local officials also respect 
me.,’ His prestige helps him to form good personal relationships with the localities, 
as he described the situation that “they are helpful and considerate, the younger 
officials do not receive gifts when I give to them." Moreover, his sons also give him 
good support in terms of man power and capital. Thus, he can get good personal 
connections as well as business. 
Resistive 
It is rare that entrepreneurs do not cultivate guanxi as there is a general 
perception that guanxi is very important in China. However in fact, there are two 
informants (F and J) resist to cultivate guanxi in their hometowns. 
The reasons of opposing guanxi are not originated from their own wills but 
sometimes are constrained by the environment. As both of informants F and J are 
lacked of institutionalized bureaucratic connections owing to their low social status 
and weak financial support. Consequently they do not have subsistent personal ties 
with officials. Moreover, the size of their firms are small in scale which are not large 
enough to form significant affiliations with state firms. Furthermore, informant J 
perceived that the demands by officials for cash payoffs were arbitrary and 
predatory, as she sighed her affliction, “it is not that easy to cultivate guanxi with the 
local officials, they are greedy and never satisfy with our gifts, we are just small 
scale firms and do not have huge financial backup, how come have such large budget 
for them to drink wine and sing karaoke? Moreover, it is very difficult to cultivate 
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networks with them because they never trust strangers like me, although I attempt to 
bribe him." Not only resisted in cultivating political connections, she also resisted to 
form intra networks, "honest speaking, I dislike to co-operate with my brothers and 
sisters who are living in Jinjiang. I do not employ them in my firm even in the 
beginning of establishing the firm which I need somebody urgently to tell me 
everything about the market and looks after all the projects." Due to her adamant 
attitude towards extra-firm and intra-firm networks, she can only rely on her friends. 
But unfortunately she encounters some bad friends who swindled half of her capital, 
she further sighed that "it's hard to defend effectively in the cheat or outwit business 
world." She moaned because her business was futile and was closed in September, 
1997. 
Another informant (F) also has an attitude against guanxi cultivation, 
especially political connections although he notices the importance of cultivating 
guanxi in China. In his points of view, it is unnecessary for a small scale firm to 
cultivate guanxi with local officials because he has many negative sides of politics. 
As he said, "evidently, political issues are dirty and difficult to predict, say a person 
today is the province leader while he may sent to prison tomorrow. Thus, 
entrepreneurs should keep out of contact with officials, especially the powerful one 
because political struggle is too common here." Thus, he always reminds his 
children that they should not engage in any kind of transactions with officials. 
Moreover, his relationships with kinsmen are also not good, as he 
complainted that "they are unreliable and 'eat' their promises... I neither esteem nor 
trust my kin, so how come I would employ them to work in the firm.” However, 
although he does not eager to cultivate guanxi, his trading business is not bad. He 
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decides to set up another trading firm in Hong Kong after his eldest son migrated to 
there. 
From above, it is convenient to say that Table 5.3 summarises the major 
reactions ofthe informant entrepreneurs interviewed and one can generalise that they 
are seldom resisting guanxi cultivation except those who have difficulties in 
cultivating guanxi with officials and their relatives. And in most cases, they 
considered their business as successful and good guanxi as their key to success. 
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CHARACTERISTICS OF FIRMS WITH SUCCESSFUL 
STRATEGIES 
In the international business arena, a prosperous firm must have its successful 
strategies, firms which are formed by ethnic Fujianese investors that can develop 
rapidly do also have their own knacks. From the interviewing information, I can 
summarise the strategies of these successful firms by five characteristics. Basically, a 
successful firm depends greatly on the strong entrepreneurship; its entrepreneurs 
must have strong personal networks and knowledgeable with good understanding 
about the investment atmosphere in China. Moreover, these can be enhanced by 
acknowledged local professionals and good family networks. Last but not the least, 
firms having strong financial backup would be more competitive and prospects than 
those do not. These five characteristics are also the conditions of successful ventures 
that the informant entrepreneurs would not be slighted. They are almost without 
exception, interrelated with guanxi cultivation discussed in this and the previous 
chapters. 
Strong Entrepreneurship 
It is safe to argue that the abilities of an entrepreneur will influence the 
successfulness of a firm to a great extent. From the data, I also found that the firms 
which are directed by strong, intelligent and promising entrepreneurs have good 
results. Typical examples are the firms that managed by informant C and G. 
Informant C deeply understands the rules of conducting business in China. 
She also has good abilities and technical skills in guanxi cultivation. Thus she 
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particularly focuses her attention in personal relationships especially with officials 
and leaders of institutions. The rapid business growth in the sales volume of her 
agential products include anti-cancer pharmacopoeia and natural beauty pills show 
that her strategies are rather successful. She chastely analysed the reasons of being 
so successful, "it greatly depends on doctors, nurses and shop keepers of drugstores 
for using and introduce the products to patients." In fact, it relies much on her 
ability of knowing how to behave in a delicate situation that gives “car horse fee” 
and organizes banquets to these so called "helpers". With these useful tools, they 
can "remember" her products, and order as a matter of course, her business develops 
very well. 
Through many of the informants have experienced the difficulties of guanxi 
cultivation, informant C can do it perfectly. Her business partner and friend-
informant A praised her communication skills, “she has excellent talent in worldly 
wisdom and guanxi cultivation. Although she did not know any official before she 
went to invest in Fujian, she is capable to be friends with them to day. This is not 
easy for me even though I realized the importance of guanxi cultivation. So her 
business is better than mine." 
Informant G shows his strong entrepreneurship in another form. His factory 
had violated the environmental regulations but through his courage and eloquence, 
he was able to solve the problem. “I went to the county government and argued with 
the officials".I said, ‘I went to invest in Anhai because I complied with Deng's 
exhortation that ethnic Chinese have the responsibilities to develop their ancestral 
hometowns. Now I was coming to help my hometown to develop but all of you did 
not co-operate with me. I would like to ask whether environmental problem or 
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economic development of Anhai is more important?，” Despite courage, informant G 
also know the situations well. He realized that he has ample of bargaining power 
because at that moment was the beginning of the economic reforms, economic 
development without doubt was much more significant than any other else in many 
officials' mind. Moreover, there were few ethnic Fujianese going to invest, 
especially the small counties. Thus he concluded that “if Anhai (his hometown) 
wants to develop, it needs me. Officials will ‘open one eye and close the other， 
{zhen yi yan, biyiyan).,, 
Informant G，s case allows us to know that the ability of an entrepreneur 
could exert influences upon the government policies in the early period of economic 
reforms. However, as he predicted, the status of ethnic Fujainese investors are now 
less important because many ethnic Chinese have been setting up firms since 1989, 
thus the privileges and bargaining power of these small scale entrepreneurs like 
informant G are diminishing. Its clearly that informant G,s success is not wholly 
dependent on his courage to negotiate with officials, but knowledgeable 
understanding the situations allow him and his firm the prospect of a very successful 
prospect. 
Strong Personal Networks 
Personal network cultivating has prevalently become a strategy for ethnic 
Fujianese entrepreneurs to conduct business in China. Some informants (informant 
A, B，D，I, L and M) told me that they decided to set up firms in Jinjiang because 
they had good networks over there. Informant I is the typical case as he said, “ since 
most of my father's friends were cadres and important people in the province which 
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formed a basic social network foundation for my future. My social relationship can 
be described as a kind of 'natural bom’ networks’’. His networks not only include 
superiors but also comprise classmates, friends and colleagues relations constructed 
in his youth. “Most of my swom brothers in Fujian are now occupied important 
positions in the society. Some of them are managers of state enterprises, 
professionals in some institutions, others are officials in different councils. Their 
special and vital positions in the public and private institutions can help me to 
conduct business smoothly." 
If businessmen do not have "natural bom" personal network like informant I 
has, they should give a lot of resources and energy to cultivate guanxi. Informant M 
talked about ethnic Taiwanese conducting business in Jinjiang, “it is quite baffled to 
see the strategies of most of the ethnic Taiwanese entrepreneurs use. As Taiwanese 
are always advocated guanxi and regarded it as an important factor in conducting 
business, so when they want to invest here, they also eager to investigate chances to 
cultivate guanxi. I have seen a large amount of them brought hundred thousands of 
money to Jinjiang to try their luck. They use this sum of money to organize 
banquets, through drinking and eating in these occasions with a group of localities 
can make them to acquaint friends and meet local authorities." 
Surely, organizing banquets and giving gifts would help ethnic Taiwanese to 
expand their personal networks. However, informant M said that some of these 
entrepreneurs failed and returned to Taiwan in the end when all of the money they 
brought along were used up. Thus, strong personal networks have great extent in 
assisting ethnic Fujianese entrepreneurs but not necessarily all these strong personal 
networks are found on monetary terms.. 
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Good Family Networks 
In the interviews, some of the informants (A, B, F and H) consider that they 
do not have strong personal networks, but they regard this weakness can be 
supplemented by good family networks. Informant A is the typical case because he, 
being the eldest son of his big family granted him great advantages, “my family is a 
big and famous family in the village, it means I have a lot of kinsmen and relatives. 
Moreover, I am the first son of my family, so I have power to organize activities and 
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to act as a judger. My words, sometimes are the rules of the family, so if I get any 
problem, I only need to phone my younger brothers and they will know how to do. 
Thus, the village leaders also respect me.” Obviously, his special and outstanding 
status enriches his social networks and devotes him great advantages in conducting 
business but it is seldom to find similar case among informants. In fact, the family 
size of most of the informants are rather small, informant B, F and H are examples. 
Informant B has an intelligent father who paves good networks for his son. This is 
because he has good reputations and prestige in the town, so villagers and even local 
officials respect him. Moreover, by roping in his old good friend, a retired cadre, to 
work in the factory also helps his son to have good guanxi networks with officials. 
Informant H gets help from his wife's folk. His brother-in-law and sister-in-
law are the biggest contributors helping him to manage the firm in Jinjiang.^ 
Although his personal network is not big enough, his brother-in-law can give him 
updated information about the market and future economic policies of government, 
letting him know more and earlier than other businessmen. As he said, "they 
8 Under the primogeniture, the eldest son has the supreme rights. 
9 His brother-in-law is a senior supervisor in a sub-branch of an international corporation and 
sister-in-law is a graduate in business studies at Amoy University. 
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manage the firm probably which allows me to concentrate on the business in Hong 
Kong. Thus, with the help of my wife and her brothers and sisters, the trading 
business expanded rapidly." From informant B and H,s cases, small can be beautiful 
too, sometimes one or a few influential family members could help entrepreneurs to 
conduct business prosperously. 
Local Professionals 
As a new-comer to the place, informant entrepreneurs urgently need local 
professionals to show them how to get the right path. The success of informant B's 
firm greatly contributes to the retired cadre, his position is not only an adviser but 
also a problem solver and a public relations builder. As informant B said, 
“definitely，he is an ‘wire old bird’. Employing him allows my factory to keep good 
guanxi with the officials. Since the officials in the county are either his former 
colleagues or students, they would give him ‘face’ when he asked them to help him. 
He could also negotiate with them under the table without any difficulty." The 
benefits of having an acknowledged local professional are manifest to informant B's 
firm, as he said, “the retired cadres knows the secret ways to call for help, the 
administrative paper works can also be speeded up under his name, this can help the 
factory extensively because time is money." 
Informant A gets his best friend, who is encyclopaedic, to give directions in 
the beginning of the firm. His friend is a former head of hygienic council in 
Jinjiang, so he knows the processes of getting permissions pretty well and he 
introduces an officials in the central hygienic council directly to Mr. A who helps 
him by saving a lot of time in searching information and in negotiating with officials. 
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Last but not the least, informant H gets updated information from his brother-
in-law who is a senior supervisor in a sub-branch of an international corporation. 
All these cases show that firms with acknowledged local professionals helps them to 
solve problems. 
Strong Financial Back Up 
Most of the informants have pointed out that strong financial back up is one 
ofthe most crucial factors in influencing the success of the firms. In fact, I can also 
see that most of the successful firms (informant A, C, D and M) to a certain extent, 
do have good financial backup. 
Strong financial back up could help them in three main ways: firstly they 
have enough money to cultivate guanxi by organizing banquets and give luxury 
goods. Secondly, they have funds for remitting and/or donating to the ancestral 
hometown for development; and finally, they constitute better prestige and 
reputations in companion with those do not have strong financial back. 
Informant C said incisively that “every entrepreneurs knows the importance 
of cultivating guanxi, but the focal point is they should have money. Gifts and 
banquets are wrapped by money." She has been using a huge sum of money in 
cultivating guanxi with different people, “with my conservative estimation, in the 
first year, I have used more than one hundred thousand dollars to cultivate guanxi in 
Jinjiang with different units and individuals. While the total amount is continuously 
increasing because connections with them will be ended if I do not contact them 
frequently. Notwithstandingly, without this huge investment, my agential products 
cannot have good sales in Jinjiang. Another informant (Mr. M) shared similar point 
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ofviews of what Mrs. C said. "According to my own experience, the total amount of 
money I need to spend in social intercourse with the local officials is huge. I 
estimate about ¥ 400,000 to ¥ 500,000 each year. Guanxi is a tool but not an end， 
thus while you are cultivating guawci, you pay money." 
Moreover, some of the informants choose to donate money as a way to build 
the reputation and prestige of their firms. Without doubt, money donation is not 
uncommon among ethnic Fujianese, as a local official said, "donation is an important 
source in developing our ancestral homelands. Many of the enthusiasm ethnic 
Fujianese entrepreneurs donate huge money in building infrastructure such as roads, 
hospitals, parks and schools in their inbom places, our government really appreciate 
them."io Informant A also deeply understands that in China, people are talked about 
guanxi and background. "An individual with a good background, he/she can ensure 
the smoothness of the business operation." So he wants to expand or improve his 
background by donating money, “to small scale firms like mines, donating huge sum 
of money is impossible. But I will also try my best to donate money to my 
homeland through different kinds of activities. Last year, I gave ten thousand for 
building the ancestral temple, ten thousand for primary school extension, six 
thousand for ancestral home visiting trip. Other small amount should also be given 
in different occasions in each month." 
He continuously participates in donating money because he understands that 
the this can further “upgrade，，his prestige and reputations in hometown. As he said, 
"money donation and prestige are very important in conducting business in China. If 
1° Donation is the best way for the those rich ethnic Chinese to build up their social reputations. For 
example, an ethnic Fujainese Mr. Wang donated ¥50 million for the Quanzhou and Jinjiang Airport a 
few years ago, which was highly recommended by the mandarins. 
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you have donated money to build hospital or schools in your homeland, local 
officials will very respect you, then your business in China can be operated 
smoothly...you donate more money for charity, your name will become more 
famous, then your prestige will be upgraded, and your bargaining power with local 
officials will be enhanced. All of these are favourable for my firm.” Nevertheless, it 
is necessary to bear in mind that all of these advantages are wrapped by strong 
financial back-up that the reputations for entrepreneurs to a large extent is 
changeable with money. 
Informant M although agrees the importance of donating money in China, he 
doubts the significance of donating small amounts of money from small scale firms. 
He said, “money donation is useful to cultivate guanxi but it is only useful when the 
amount is huge, say millions. However, as an entrepreneur of a small scale firm like 
most of the ethnic Chinese investors, this sum of money may be equal or even more 
than the total capital of the firm. So for us, we cannot afford such amount of money. 
If you donate in a small amount to the authority or other government units, this tiny 
amount is not that important to arouse their attentions, it is useless after all." As 
informant M suggests that donation is not a good practice for small scale firms, it is 
only useful for the large scale enterprises. 
With good financial backup, entrepreneurs would enjoy more prestige and 
reputations which makes them easier to conduct business. Informant D is a good 
example, she is the chancellor of a famous historical charity organization in Hong 
Kong. Moreover, she is also the honorary presidents of many Fujian ancestral 
associations and directors of many firms. These remarkable backgrounds give her a 
great convenience in conducting business. From informant A's month, Mrs. D is one 
198 
ofthe persons who can get unlimited loans without mortgage in Jinjiang and without 
doubt, her enterprise in Fujian expands quickly. 
Although informant A,s background is not as good as informant D, his 
enthusiastic participation in alumni associations and ancestral associations also helps 
his business. “Hong Kong Fujian Ancestral Associations and Jinjiang Ancestral 
Associations are famous associations in our hometowns. We often organize home 
coming visits because local authorities are more willing to co-operate with 
entrepreneurs whom are organized in the name of the associations by providing 
informational and suggestive advice." This is a vital chance for the ethnic Fujianese 
entrepreneurs who do not have extra-firm networks in China. 
SUMMARY 
In contemporary Chinese society, everyone needs guanxi because one cannot 
get a single thing done without guawci, so do ethnic Fujianese entrepreneurs. 
Nowadays guanxi cultivation can be separated into two main forms: friendship 
building and instrumental personal networks. There are great differences between 
these two kinds of guanxi cultivation. 
There are four major elements in the former guanxi cultivation: sameness, 
familiarity, trust and social obligation. Basically they worked in sequential order 
that guanxi starts with similar characteristics and can be regarded as successful until 
the relationship contains social obligations. 
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The role of the latter becomes more and more important, especially political 
connections since entrepreneurs want to get protection through officials. 
Instrumental guanxi can be formed by other tactics such as gift giving, money-
giving, banquets, introduce by a third party and through employment and co-
operation. Normally, this kind of relationship is based on mutual exchanges that it 
ends when the task has finished, hence the relationship is less sentimental and will 
not last long. 
Despite learning these tactics, entrepreneurs need to know additional 
techniques both in guanxi cultivation and management method. Through their own 
assessment, they have different attitudes or inclinations in guanxi construction. 
Some of the informants are proactive in cultivating guanxi. Others are reactive and a 
few of them resistive. These attitudes will to a great extent affect the performance of 
the firm. 
In a nutshell, guanxi cultivation is a critical factor contributed to the success 
of ethnic Fujianese entrepreneurs in their homeward investment ventures. From the 
successful firms formed by these businessmen, five major characteristics contributed 
to their accomplishment are identified. They are strong entrepreneurship, good 
personal and family networks, assistance by an acknowledged professional and with 
good financial support. Interestingly, five out of five characteristics, to a different 
extent, are related to the guanxi cultivation which shows that guanxi capitalism 
works well among ethnic Fujianese entrepreneurs in Fujian. 
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CHAPTER SIX 
CONCLUSION AND REFLECTIONS 
HOMEWARD INVESTMENT BY ETHNIC FUJIANESE IN 
FUJIAN: SUMMARY OF FINDING 
Through both field and literature research, this thesis attempts to find out and 
understand the characteristics and nature of homeward investment by the ethnic 
Fujianese firms and their transnational operations in Jinjiang, Fujian. Table 6.1 
provides a summary of major findings in the study. 
Chapter 3 addressed the business cultural traits of ethnic Fujianese 
entrepreneurs such as the importance of family ties, kinship and associations, the 
significant role of trust, network and guanxi cultivation. It was found that similar 
business traits are indeed present in their strategy of investing at home, i.e. Fujian. 
Chapter 4 was concerned with the ways in which ethnic Fujianese 
entrepreneurs establish their firms in Fujian. The ethnic Fujianese entrepreneurs and 
their operations have a tendency to cultivate complex networks of personal and 
business relationships (see Table 6.1). Most of them understand that personal 
networks are fundamentally important and are the necessary mechanisms of 
homeward investment because of the embedded guatvci networks in social, economic 
and cultural practices of China. With strong and extensive personal networks, 
entrepreneurs can smooth their operations, and gain access to protection and profit in 
China. 
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Table 6.1: Characteristics of Homeward Investment by Ethnic Fujianese 
Entrepreneurs 
Cat^ory ""^1 Characteristics = — = . , ..、,？ 
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Sector 1 •:• Majority trading and manufacturing activities 
Size 1 •:• Smail to medium firms 
i 
Ownership I • Majority whofly-owned 
I • Insignificant joint-venture operations 
Corporate I • Network and guanxi cultivation 
strategies 
Extra-firm j •:• Political connections with officiais and/or leaders of institutions 
networks | •:• Smooth and bypass bureaucratic troubles 
Intra-firm i •:• Significant ofnuciear family-trustworthy and reiiable personal 
networks relationships 
i •:• Significant of entrepreneurship 
Inter-firm 1 • Significant ofkinship and friendship 
networks i •:• Friendship is more important than friendship in conducting business 
1 • Significant of intermediary 
Instrumental 1 • Mutual exchange instead ofreciprocity obligation 
relationships j • Short-term relationships 
Tactics of i •:• Gift-giving 
guanxi 丨•:• Money-giving 
cultivating i •:• Banquets 
I • Introduction by an intermediary 
i •:• Employment and partnership 
Skills of i • Awareness ofguanxi 
entrepreneurs j •:• Understand the guami building process 
required j •:• Impacts of guami 
\ •:• Ability to identify, design and implement guanxi cultivation 
：• Knowledge ofManagement Techniques 
Characteristics ! • Strong entrepreneurship 
of successful I •:• Strong personal networks 
firms i •:• Good family networks 
i •:• Local professionals 
i •:• Strong financial back-up 
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At the extra-firm level, the Chinese government poses a significant challenge 
over these overseas investors because the flimsy and inefficient bureaucracy makes 
them apparently difficult to conduct business. Ethnic Fujianese entrepreneurs 
ultimately "discovered" that the most practicable way to smooth and bypass these 
bureaucratic hurdles and then penetrates into the local market is to cultivate personal 
relations with officials and leaders of institutions. However, as most of their firms 
are wholly-owned and small in scale, they do not have strong financial back-up to 
cultivate political connections with higher rank officials. Instead, most of the 
entrepreneurs interviewed prefer to link up with lower-rank officials who have less 
power in hands. 
Moreover, ethnic Fujianese entrepreneurs also rely on intra-firm networks 
and inter-firm networks to smooth their operations in Fujian. The nuclear family and 
the entrepreneurship are the most significant elements in intra-firm networks while 
friendship and kinship are important in inter-firm networks among informant 
entrepreneurs. Both of these networks enable them to have 1) reliable management 
and personal achievement, and further 2) minimize risk and able to obtain market 
information (Table 6.1). 
Chapter 5 was focused on the tactics and process of guanxi cultivation. 
Ethnic Fujianese entrepreneurs although have good ancestral and particularistic ties 
in their hometowns, they seldom have the right person in the bureaucracy when they 
need to bypass some administrative works immediately, what do they rely? The 
answer is on instrumental relationships (Table 6.1). The tactics which employed by 
ethnic Fujianese entrepreneurs to cultivate guanxi are flexible, mainly are in the 
materialistic forms such as presenting gifts, giving money and organizing banquets. 
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Others like introducing by an intermediary, employing the relatives of the powerful, 
and forming partnership with them are also adopted by some entrepreneurs. Surely, 
guanxi cultivating is not an easy task, it involves time, money and skills, but most 
importantly, is the ability of an entrepreneur to cultivate guanxi. If an entrepreneur is 
aware of the importance of cultivating guanxi in business transaction in China, and 
has the ability to identify, design and implement guanxi cultivation, then he/she will 
pay more effort to cultivate guanxi than those who do not. 
To conclude, guanxi network is the most important key element in the 
transnationalization. Ethnic Fujianese entrepreneurs use business networks to 
overcome the hostile and unfriendly business environment in their domiciles, while 
in Fujian they pay more effort to cultivate political connections with officials in 
order to handle the difficulties and hurdles. 
REFLECTIONS 
Reflections From Informant Entrepreneurs 
In studying the issue of transnational investment, space should be 
considered. It is a fundamental keyword in exploring the relationships between 
human being and the social environment, as Walker (1988: 385) argued that "it is 
impossible to separate the organizational from the geographical” because it both 
influences the operation of causal mechanisms and provides the context for the 
activation of these mechanisms over time (Massey 1984). The nature of this study 
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is geographical for at least two reasons: first, the study is grounded in a highly place-
specific context, i.e. Jinjiang, Fijian and Southeast Asia; second, the empirical 
outcomes and underlying processes of ethnic Fujianese entrepreneurs in Jinjiang are 
very important to the locality and the region. The study thus represents another 
serious attempt to "research into how complex production systems are organized in 
time and space which recognizes that business enterprises play a central role in this 
process [because]...a geography of corporate organization is still needed and will be 
needed...for a long time to come" (Dicken and Thrift 1992: 288-9). 
A Chinese aphorism also stated that “a person who once is a Chinese, he/she 
remains as a Chinese wherever they go" (Wang 1990). This statement illustrates the 
importance of Chinese culture in influencing and shaping the behaviour of ethnic 
Chinese over time and space. In their domiciles, when they conduct their business 
under imperfect and hostile environments, they adopt the Chinese cultural traits such 
as networks, trust and familism in their business to overcome the restrictive 
economic circumstances, especially cultivate business networks horizontally and 
vertically. These networks embody the structure and provide stability to the ethnic 
Chinese' business system, and enable them to "breakthrough" the unfavourable 
investment atmosphere in their domiciles. 
To invest transborderly to their motherland, the tactics where they leamt in 
their domiciles would be carried along and modified. The question remained is to 
what extent and in what ways that lesson leamt by the entrepreneurs will further 
modify their original tactics practiced in their domicile countries and cities. 
The findings in the field provide two main perspectives for understanding 
more about the impact of transnational investment on ethnic Chinese business 
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culture. Apparently in Fujian, ethnic Fujianese entrepreneurs maintain their 
traditional business practices which they have employed in their domiciles on the 
one hand. On the other hand, they have also paid huge effort to cultivate personal 
relationships with powerful persons such as officials and leaders of institutions. The 
nature of cultivating personal relationship becomes more instrumental and spans 
over shorter period. 
Ethnic Fujianese entrepreneurs have noticed the importance of business 
connections with their crafts and connoisseurs, they also try to maximize their 
business networks. Informant C said, “good networking is the necessary condition 
for conducting business in anywhere", thus she cultivates networks progressively. 
Although Mrs. C is a new comer in the field, she has known many "insiders" both in 
Jinjiang and Hong Kong. She befriends with informant A through the introduction 
of a go-between in Jinjiang, then meets Mrs. E after the introduction of Mr. A in 
Hong Kong. All of them (informant A, C and E) are conducting potent medicines 
business which linked up to form strong networks in Hong Kong and Jinjiang 
medicine trading activities. To informant C, the reason of cultivating personal 
relations with other businessmen in the field seems simple, "they know more and 
better about the field than me, to befriend with them allow me to know more about 
the field. As a freshman, I should be humble to ask different businessmen, it's good 
for my business. Moreover, we can exchange our information sometimes." 
Informant A also firmly stated the importance of inter-firm networks, "business 
connection is an important asset for ‘alien’ businessmen in an area. For example, in 
Hong Kong, all the businessmen from Jinjiang will group together through some 
associations. And now we invest in our hometown, it is on the contrary, group the 
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entrepreneurs from Hong Kong together to exchange information." The 
phenomenon of ethnic Fujianese entrepreneurs from one area group themselves 
together is not uncommon because, as informant A further explained that “native 
businessmen do not trust us; we also do not trust them because I have heard many 
times from my friends that they have cheated by local businessmen." Thus ethnic 
Fujianese entrepreneurs prefer to assemble themselves together and form an informal 
and invisible "mutual help" associations instead of penetrating into local business 
groups. 
Obviously, as pointed out in Chapter 4 that good business networks enabled 
entrepreneurs to have first-hand or update information, to get capital and minimize 
risk which are certainly the fundamental elements in operating a firm. However, to 
most of the informant ethnic Fujianese entrepreneurs, business networks although are 
significant, cultivating political connection is more important. Informant C highly 
understood the significance of extra-firm networks and strongly argued that “as 
compare the importance of political connection with business network, the former, 
without doubt, is more essential and critical". Through her description, businessmen 
in Jinjiang are no longer considered about how to do business, they in fact talked 
about how to pull guanxi with officials because getting good guanxi networks with 
officials are the assets and the strategies of a firm. Informant A also said that 
"without guanxi, a person cannot do his/her business successfully in China. Thus if 
you do not have any guanxi network, you should try your best to cultivate guanxi, 
especially the relationship with the local officials.’’ Other informants like Mr. B，G, 
H and M, Mrs. D and E have also tried their best to cultivate guanxi with 
authorities. 
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However, among these entrepreneurs, only a tiny portion of them have good 
and extensive political connections. Nearly most of the ethnic Fujianese 
entrepreneurs interviewed have no familiar person who works in bureaucracy except 
informant A and E. Thus, what can they adhere under the totally unaccustomed 
bureaucracy, certainly is instrumental relations. Informant M said, "this is the 
business world where no naive sentimental relationship exists at all, if you need 
someone's help, then ‘use’ it and give ‘rewards, after the task ends. Even the 
particularistic ties also work in the same mechanism, so there is nothing so-called 
instrumental relationships". Mr. M's viewpoint of course cannot accept by all the 
informants but he pointed out the fact that instrumental relationship is so prevalent 
between entrepreneurs and officials. Informant A also agreed the importance of the 
"artificial friendship" and stated that "surely, in China, by paying money and giving 
gift can almost ensure to solve hurdles." 
Cultivating instrumental relationship without doubt becomes a fashionable 
and useful strategy for ethnic Fujianese entrepreneurs to bypass and handles 
unexpected difficulties in China. However these instrumental political connections 
are difficult for most of these entrepreneurs to cultivate in their domiciles because 
the legal frameworks and economic policies are totally different. Informant A 
pointed out the difference clearly that “I cannot cultivate guanxi with officials in 
Hong Kong because presenting expensive gifts or giving money to them is a crime. 
Here (Hong Kong), the legal framework is well developed, the institutions such as 
ICAC (Independent Corporation Against Corruption) will catch the person who 
bribes {xinghui) or/and corrupts the other." Moreover, to informant M, there are two 
reasons for refusing to cultivate political connections in Hong Kong: “firstly, it is 
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dangerous and risky to build political connections; and secondly, the well-
constructed economic policies in Hong Kong provide a good and fair investment and 
business atmosphere for entrepreneurs." Thus, he concentrates his effort to cultivate 
guanxi with officials in Jinjiang. 
Surely, the precocious and advanced judicial structure in Hong Kong 
minimizes the motivation to cultivate political connections. However, in some less 
developed domiciles like the Philippines, the legal framework to a certain extent is 
rather backward but informant C does not regard the instrumental political 
connections over there as a backup because “most of the elite in the Philippines are 
native Filipino, ethnic Chinese are difficult and have little chance to be an official." 
Moreover, bribing or/and attempting to cultivate guanxi with officials may suffer 
from serious penalties. "My friend who is also an ethnic Fujianese had sent to jail 
four years ago in the Philippines for the reason of giving money to a native Filipino 
official. He saved himself in retum by giving US$ 20,000 to the jail! This was a 
very good lesson." 
To summarize, business culture and practices of ethnic Fujianese 
entrepreneurs can be changed according to different environments. In their 
domiciles, they bring themselves together and form extensive networks to smooth 
their operations under the unfriendly and discriminatory environments. While they 
will adjust their practices when they invest transnationally to their hometowns by 
paying efforts in cultivating political connections. However, their practices in China, 
to a large extent, will not re-effect their business behaviour in their domiciles 
because they deeply understand that being flexible and do the right thing at the right 
time in the right place are the most important strategies of an entrepreneur as well as 
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a firm. Thus, business culture and practices of ethnic Fujianese entrepreneurs are 
much embedded over space and time. 
Personal Reflections 
Personally, as stimulated by recent regional economic recession in Asia, the 
author has reconsidered the role of Chinese culture in business activities. Currently, 
a financial storm or turmoil has attacked and bruised the economic systems of the 
"magnificent eight，"，no exception can be found even the economic giant of Asia-
Japan is also trapped in the deep water. Historically however, there were numerous 
studies which focus on the role of cultural traits of ethnic Chinese, clearly show that 
these characteristics really help them to overcome the imperfect economic 
environments in their domiciles (Gosling 1983; Lim 1983; Redding 1990; Smart and 
Smart 1991; Mackie 1992; Tracy, Ip and Tracy 1996). Moreover, in this study, the 
Chinese cultural traits like guanxi network, to a great extent, also feasible to smooth 
the business operation of ethnic Fujianese firms in Jinjiang. 
Nonetheless，once before these cultural traits were highly recommended by 
scholars; they are now highly criticized by many specialists. Thus the collapse of 
Asian's economies provides an convenient occasion to reexamine as well as 
reevaluate the role of Chinese cultural traits in shaping the business behaviour. To 
investigate how and to what extent do these traits affect and configure the ethnic 
1 The countries include Japan, the four little dragons (Hong Kong, Taiwan, Singapore, and South 
Korea), Thailand, the Philippines, Indonesia and Malaysia. 
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Chinese business behaviours; in what ways and in which settings will these traits 
work. 
Moreover, to most of the ethnic Chinese entrepreneurs, guanxi, as a means to 
supplement the weak and fragile legal framework, is a good instrument for them to 
overcome and/or bypass hurdles. However, on the contrary to the author, guanxi 
cultivation is bad to society. It erodes the faimess and honesty of the business spirit 
and dismantles the competitive advantages of the economic sectors in China. In other 
words, guanxi is an informal means to sheer the power of the authority and prevents 
the development of a comprehensive legal framework in China. Nevertheless, the 
author hopes to see a well-developed economic system and a sound legal framework 
instead of using guanxi to conduct business in China. 
CONTRIBUTION OF THE STUDY 
In this thesis, firstly, I choose to conduct the research in Fujian instead of 
Guangdong. Although both provinces are hometowns of most ethnic Chinese， 
Fujian is much under research in comparison with Guangdong. 
Secondly, the thesis has detailed the causal mechanisms of transnational 
business operations and would be a useful addition to the literature. In the case of 
ethnic Fujianese entrepreneurs, networks of personal and business relationships are 
found to serve as the main causal mechanisms of their transnational homeward 
investments in Jinjiang. The thesis also, represents a more sophisticated and 
comprehensive interpretation of their operations in their ancestral hometowns by 
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examining the three kinds of networks (extra-firm networks, intra-firm networks and 
inter-firm networks) which they have cultivated. Thus, it is not only concentrated 
entirely on one perspective like what Hsing (1996a, 1996b) has focused mainly on 
political connections when she conducted a research about Taiwanese investment in 
southern China, but also the particularistic ties and friendship. 
Thirdly, few research in geography deals with guanxi, except Yeung, H.W.C. 
(1995). As Dicken and Thrift argued that “a geography of corporate organization is 
still needed and will be needed...for a long time to come" (1992: 288-9). It is hoped 
that this is another bit of research furthering this new trend in the study of economic 
geography. 
DIRECTION FOR FUTURE STUDY 
First and foremost, this study has not addressed the impact of the ethnic 
Fujianese investment which is also the prevalent despondency of the similar studies 
(Smart and Smart 1991; Yeung 1995; Hsing 1996a, 1996b). The impact can be 
investigated in two main perspectives: firstly, what is the economic impact of 
transnational homeward investment by ethnic Fujianese entrepreneurs? Secondly, 
what is the social impact of extensive network and guanxi cultivating activities? 
These are valuable issues for further studies since most the homeward investments 
are poured into entrepreneurs' ancestral hometowns which are usually small and 
primitive villages. Thus, how far will these activities affect the socio-economic 
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structures of these rural areas? And to what extent will the instrumental relationship 
affect the "solid" and "conservative" particularistic system of the rural areas? 
These questions drive us to another sector that warrants further studies. 
Although the thesis has assessed the effectiveness of guanxi networks which are 
employed by ethnic Fujianese entrepreneurs in overcoming the spatial hurdles in 
Jinjiang, Fujian, it has not assessed comprehensively how far do the ancestral 
linkages and particularistic ties help the business operation of ethnic Fujianese 
entrepreneurs; and to what extent will these comparative advantages of ethnic 
Fujianese or say ethnic Chinese over the non-Chinese investors, or comparatively 
better than those investors who have no previous personal relations. Moreover, it 
has not discussed the internal and external dynamics of network relationships and 
their outcomes. Many questions remain open, e.g. can network relationships be 
changed or replaced by other means? In what ways and how are they changed? 
Finally, ethnic Fujianese is only one of the ethnic Chinese groups. To what 
extent will the same phenomenon applicable to other ethnic Chinese? Will other 
groups of ethnic Chinese have different behaviour and tactics in overcoming similar 
difficulties of homeward investment? Would all ethnic Chinese entrepreneurs and 
their business firms in China behave similarly as the ethnic Fujianese? All questions 
listed above constitute good subject areas for future research. 
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APPENDIX ONE 
QUALITATIVE INTERVIEW IN THE STUDY 
(ETHNIC FUJIANESE ENTREPRENEURS) 
Background Information 
^ personal information of the owner; 
^ history of the company; 
Investment Criteria 





^ non-economic considerations 
family members located in the area of previous business associates; 
kinship and friends engaged in the business; 
development of the hometown; 
good prestige ofbeing an overseas investor; 
ancestral ties; 
Problems Encountered in Fujian's Operations 
^ any difficulty in operating in their ancestral hometowns; 
^ how are difficulties resolved; 
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Methods of Overseas Operations 
^ spatial and organizational aspects of overseas operations; 
^ business network relations: extra-firm networks, intra-firm network and inter-firm 
networks; 
^ relations with the local authorities and how do they cultivate relations with them; 
^ the role of economic and social relations in influencing the operations of the firm; 





^ government attitudes towards ethnic Fujianese investors; 
^ policies formulated and implemented to achieve the objectives of the state towards 
ethnic Fujianese investors; 
^ the tangible and intangible benefits the ethnic Fujianese investors when they invest 
homewardly; 
^ the problems and cost when they invest homewardly; 
^ the role of guanxi in doing business in China; 
^ conflicts and problems in negotiating with ethnic Fujianese investors; 
^ the role of guanxi in smoothing or settle conflicts; 
^ factors of influencing the success of the firm in Fujian; 
名 the role of guanxi in influencing the success of the firm in Fujian; 
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GLOSSARY 
ai mianzi 愛面子 to love face; to value one's social 
standing 
bao 幸艮 reciprocity 
hu dong renqing 不1董人1青 not understanding human feeling; not 
socialized in proper moral conduct 
cha xu geJu 差序格局 differential mode of association 
danwei 單位 unit 
di 悌 brotherhood 
di li ren he 地禾1」人禾口 having geographical advantages and 
enjoy popular support 
diou mianzi 丟面子 to lose face 
gan 感 to feel 
ganbu 胃音|5 cadre; leader 
ganqing 感1青 interpersonal feelings, emotion, 
affection 
gaoji ganbu 高‘級幹音^  high-level cadre or official 
guan 官 official 
guanhua 官言舌 language of officialdom 
guanliao zhuyi 官僚主義 bureaucratism; red tape 
guanxi 關係 personal connections, network, 
relationship 
guanxi wang 關係網 web of personal networks 
Hokkien 福建〔話� Fujian dialect, people 
hong bao 糸工包 red envelops 
Huaqiao 華橋 Chinese Sojourners; Overseas Chinese; 
especially those who have not changed 
their citizenship or who live in Southeast 
Asia 
Huaren 華人 Ethnic Chinese 
Huashang wenhua ¥ ® X f t Chinese capitalism 
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hui kou 0 ¾ kickbacks 
— j I~ 
huxiang liyong 互相禾1_|用 friends who use each other 
I (yi) 義 righteousness 
jia 家 family, hometown 
jen (ren) 仁 benevolence; human-heartedness 
jianmianli 見面禮 meeting gift 
jiaohuan 交換 to exchange 
jiaxiang 家鄕 native place, home town 
jingji zhengdun 糸至濟整頓 economic rectification 
jingqian guanxi 金錢层射系 money relationship 
jiurou pengyou 酒肉月月友 "wine-and-meat friend"; ordinary friend 
la 拉 to make, pull, get, cultivate 
la guanxi 拉|§係 "to pull guanxi"; to call on personal 
connections for help 
lian zheng 廉政 clean government 
li 禮 ritual; courtesy and good manners 
liou mianzi 留面子 to save face 
liuxu 阿§| to flatter 
"丽 禮 gift 
liyi 禾1」益 profit; gain; interest 
lun 倫 order 
mianzi 面子 face 
Minbei 閨：！匕 northem Hokkien 
Minnan 閨南 southern Hokkien 
Nanyang 閲洋 South Seas, i.e. Chinese term for 
Southeast Asia 
qin ren 親人 relatives; kinsmen 
qing 情 sentiments 
renqing 人1青 human feelings; sensibilities, obligation 
renqing wang 人1青網 web ofhuman obligation 
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san kang 三綱 trinity of the universe 
shangyou 川買柔 to lubricate 
shangyou zhengce 上有政策 policies from the top, counter-strategies 
xia you duece _ ^ ^ ^ , ^ at the bottom 
‘有封策 
shehui guanxi 社會|窗係 social relations 
shizai qinqi 至愛親戚 close relatives 
shu 淑 mutuality 
shuishou dajiancha 稅收大檢查 tax investigation campaigns 
songli 送禮 gift giving 
tequan 特權 special privileges; especially of officials 
tian xia yi jia 天下一家 all the world belongs to one family 
tong 同 sameness 
tongxiang 同鄕 person of the same native place 
tongxianghui 同_|5會 native-place association 
wu 物 material thing 
wu lun 五倫 fIve basic relationships 
xian 縣 county 
xiang 乡郎 township; a rural administrative unit 
which used to be called a commune 
xiao 孝 filiality, mourning 
xiao guan hua / J \ ^ | g language of petite official 
xin 信 sincerity 
xinghui 行賄 to bribe 
xinyong {gfl^ trust 
xinyi 心意 "token of the heart"; expression of 
personal feeling 
xue yang guanxi lfD.^lfl{^ blood relationship; kinship 
yi ban qin you 一般親友 relatives and friends 
zhenyiyan, biyiyan 瞎一眼，閉一目艮 open one eye and close the other 
zhengzhi guanxi 政治關係 political relationship 
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zhi xin pengyou 矢口乂已、月月友 heart-to-heart friends 
zhongjianren 中产日’人 an intermediary 
zhongyang 中央 the centre; central government in Beijing 
zijia ren 自家人 our family people 
zou houmen €後門 walk through the back door; to use 
personal connections to get something 
done 
zuguo 祖國 ancestral homeland 
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